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Combining expertise, technology
and reach to create value
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An IT leader in Canada

Emergis is an IT leader in Canada that focuses on the health and financial
services sectors. We develop and manage solutions that automate transactions
and the secure exchange of information to increase the process efficiency and
quality of service of our clients. We have expertise in electronic health-related
claims processing, health record systems, pharmacy management solutions,
cash management and mortgage document processing and registration.
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Certain information 15 this annual repart is forward-looking w.thin the meani~y
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Emergis combines the power of its expertise and deep
knowledge of its customers’ business processes in
the health and financial services sectors, its leading
technology. and its extensive reach in their trading
communities te create value for its customers and
shareholders.

Industry expertise

We possess and cultivate extensive knowtedge of cur
customers’ processes and an understanding of their
needs, This expertise enables us to better assess
their current and future requirerments and helps us
increase the relevance of our services and customer
satisfaction.

Technology and service platferms

Cur ability to invest continucusly in leading-edge
technology allows us to better serve our cusiomers by
offering them comprehensive and innovative solutiens
tailored to their evolving needs.

Reach - Building communities

Qur ability to create new electrenic communities
amang the trading partners of our customers and to
leverage existing ones also contributes to Emergis’
unique position in its target markets.

Combining expertise, technology
and reach to create value
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2006 milestones

Signed new customers
and partners

A major Canadian bank to use our mortgage document
processing and registration solution for completing residential
maortgage transactions with real estate notaries and lawyers
across the country.

A Canadian lile insurance company to manage its drug,
dental and extended health claims.

A regional health organization to deploy our electronic health
record solution across the Montréal Region hospitals.
Ministry of Health and Leng-Term Care of Ontario o manage
and enhance its health netwark which processes drug claims
under the Ontario Orug Benefit program.

Newfoundland and Labrador Centre for Health Informatien
to build and operate a drug information system.

Renewed major contracts

Workplace Safety and Insurance Board of Ontario:

a 4-year contract to develop and operate a claims
adjudication system.

A large Canadian telecommunications company: a 3-year
contract io provide our managed security services.

Growing our business

) %,
2006 2005 increase
Health
Claims adjudicated [millions) 54.7 56.7 14
Claims transported [millions} 158.1 130.4 21
Assure Claims cards
{end of period) [millions] 37 3.4 8
Pharmacies (end of period} 2,900 2,600 12
Finance
Tax transactions [millicns) 1.9 1.5 26
Real estate transactians
[thousands) 204 160 28
Credit debit transactions
[millions] 189.8 175.2 8

" based en unrounded data

Launched a new branding
strategy

Emergis | @SSUNE

Powering Interaction

0

o | assyst

Emer

Qe

Simplifying Efficiency

Emergis Assure solutions link vast health care and business
communities, optimizing interaction between members in
order to increase process efficiency and facilitate the secure
exchange of information.

Emergis Assyst solutions reflect the company’s deep-rooted
knowledge and experience with the needs of targeted groups
of professionals. Assyst offers value-added solutions that are
designed to improve process and profitability. The name
Assyst was inspired by the words assist and system.




Financial highlights

In millions of Canadian dollars, unless otherwise noted
Years ended December 31

2004 2005 % Change
Operations
Revenue
Health 113.8 ?1.9 24
Finance 56.2 47.1 (16}
Tatal 170.0 159.0 7
EBITDA®
Reparted 35.4 28.4 25
Excluding one-time items ? 35.7 264 37
Net income from continuing operations
Reported 21.7 3.2 578
Excluding one-time items? 18.0 (1.0)
Net income - reported 28.8 11.5 150
Cash flow from lused for} operating activities 16.5 (17.6l
| 3
Per share data
Net income from continuing operations
Reported 0.23 0.03 b47
Excluding one-time items? 0.19 (0.01)
Net inceme - reported 0.31 012 158
Cash flow from [used for] operating activities 0.18 c.18)
Revenue components [% of total revenue)
Recurring revenue 87 94
Revenue from outside Canada 7 11
Financial position
Cash, cash equivalents and temporary investments 99.7 136.9
Working capital 90.9 10%.3
Long-term debt 31 4.4
Equity 218.8 205.8

1 The term EBITDA learnings befare interest, taxes, depreciatien and amortization| does not have any standardized meaning prescribed by Canadian GAAR znd
therefore may not be comparable to similar measures presented by other issuers. We define it as nat income from continuing operations before depreciation,
amartization of intangible assets, interest, gains or losses on sale of assets, loss on foreign exchange and incame taxes. It agrees, on a consclidated basis,
with the amount disclosed as earnings before under-noted items in the consolidated staternent of earnings, EBITDA is presented on a basis that is consistent
from pericd to period.

2 One-time items include income from contract seltlements, restructuring and other charges and related reversals, significant gains on sale of assets and assel
write-downs, the recognition and write-down of future incorne tax assets and liabilities, and lax rate adjustments, as apphcable. One-lime items de not tnclude
aceruals or reversals of accruals made in Lhe normal course of business.




 EN—

Message to
our shareholders

2006 was a year of
successful execution for
Emergis, one of substantial
progress from a strategic,
operational and financial
point of view. Capitalizing

on the strength of cur unique
combination of expertise,
technology and reach in the
health and financial services
sectors, we increased our
revenue, significantly
improved our profitability
and strengthened our
market position,

Fellow shareholders.

While 2005 was a critical year for us te refocus our
business, establish our leadership in key markets and
implement strict cost controls, 2006 was ene in which
we successfully demonstrated the effectiveness of our
value-creaticn model. Our investments in the creation
of leading-edge technology atlowed us to strengthen
our offerings to our target markets in health and
financial services. Qur extensive reach, particularly
in the health care provider community, has enabied
us to accelerate the adoption of cur solutions, while
positioning us favourably for future apportunities.

JEAN C. MONTY
Chairman of the Board

We also leveraged our expertise in health to win
significant contracts in the drug information system
[DIS), electronic health recerds [EHR] and claims
precessing areas. These initiatives resulted in a solid
financial performance for Emergis in 2006: revenue
grew 7%, including 26% growth in health revenue and
a 16% decline in financial services revenue. EBITDA
before one-time items increased 37% and net income
from cantinuing operatians, also before one-time
iterns, reached $18.0 millian compared to near break-
even in 2005. This progress was rewarded by a 29%
increase in our share price during the year.

Developing leading-edge technology

Our recent investrments in technology are already
generating positive returns for us, providing early
confirmation of their ability to generate sustainable
revenue streams in the future.

We are developing a best-in-class, multi-benefit
claims management solution to increase the value
of our offerings to existing insurance company
customers and to attract new ones. This investment
has already allowed us to win a major new Canadian
customer for the management of its drug, dental and
extended health claims. We intend to leverage this
new solution with other existing customers, and with
third-party administrators that process claims for
self-insured businesses and other organizations.
We will continue to expand its capabilities to include
health spending accounts and other types of claims
to create future revenue cpportunities.




In the EHR area, we are building a comprehensive,
province-wide DIS for the province of Newfoundland
and Labrador. The system will allow authorized
pharmacists, physicians and other health care
professionals to exchange information that will
facilitate accurate prescribing and dispensing of
medication. Among other features, it will increase
the efficiency of drug utilization reviews to reduce the
human and financial cost of adverse drug reactions.

In the pharmacy management systems area, we are
adding new features to those we offer to our pharmacy
customers, including new point-of-sale technology
and, in the future, the ability to interface with a DIS.

Our investment in technology also proved successful
for our mortgage document processing solution. Over
the past two years, we have developed a national
version of the solution based on the one already used
by real estate notaries in Québec. This enhanced
technolegy made it possible for us to enter into an
agreement with the largest residential mortgage
lender in the country which will provide us with a
significant new source of mortgage transactions in
the future, We plan te launch our Assyst Real Estate
national platform in collaboration with this major
Canadian financial institution in Ontario and British
Columbia in 2007

With the development of a new solution for the
processing of payment remittances, we successfully
transferred cur bank customer activity from a legacy
platform to the new solution, allowing us lo extend
our relationship with them and offer new teatures in

a more cost-effective way.

FRANGOIS COTE
President and Chigf Executive Officer

Our efferts to develop our technology and enhance
our offerings to our target markets have contributed
to our success in renewing and expanding existing
contracts with key customers as weil as securing

new customers.

Extending our reach

In addition to the investments we made in our
technology, we leveraged our extensive reach in

the health care provider and legal communities to
increase the adoption of our selutions and generate
new revenue opportunities,

Emergis is uniquely positioned in the pharmacy
management systems sector, an area whose 2006
revenue and earnings contribution grew 21% and
more than 100%, respectively. The acquisition of
FrontLine, an Ontario-based provider of pharmacy
rmanagement systems, atlowed us to further
penetrate the Ontario market and strengthen our
leadership in Canada. We now have 2,900 pharmacies
across the country using our systems. Our extensive
reach in the pharmacy management systems market
positions Emergis as a key player in the BIS market,
as governments took to pharmacies as the primary
source of prescriplion information to populate the
DIS data repositories in the future. In addition to our
pharmacy management systems business, we reach
virtually all pharmacies in Canada with our electronic
network which transports prescription drug and
dental insurance claims.




An estimated 8.0 million Canadians, some 8%
more than in 2005, used our Assure drug card and
generated 58 millicn drug claims which Emergis
adjudicated in 2006. Emergis remains the largest
pravider of such services to the insurance industry
in Canada.

We developed and operate a claims adjudication
system for the workers’ compensation board in
Ontario. In 2004, we expanded our reach in the health
care provider community that submits workers’
compensation claims by increasing the number of
providers electranically submitting claims to the
system by 15% to 3,900. With the renewal of our
contract with the board, we extended our relationship
for another six years and added new features to the
suite of services we already provide.

In the financial services sector, with 80% of real estate
notaries in Québec using our Assyst Real Estate
solution, we are a market leader in the province,

and are well-positioned to extend cur success into
other provinces. To accelerate the adoption rate of
our soluticn, we signed a number of partnership
agreements with real estate software vendors with
the view to creating a significant footprint for cur
solution in Ontario and British Columbia.

In partnership with banks, we are the largest provider
of electronic business-to-government tax remittance
services in Canada, having processed some 1.9 million
tax filings and tax payment transactions in 2004. Our
tax solution is offered by all major banks in Canada to
their corporate custemers. Having grown 26% in 2006,
we intend to increase the number of transactions in
2007 with the introduction of new tax types and joint
marketing programs with the banks to enroll
additional corporate custemers.

Leveraging our expertise

Qur expertise and experience in the health sector
have allowed us to make progress in the public
health sector. In addition to developing a DIS for the
Government of Labrador and Newioundland, we have
also been suceessful in marketing our solutions to
regional health crganizations and hospitals with the
acquisition of Dinmar, a company specialized in
providing EHR solutions and consulting services.
This acquisition was essential for our signing of a
contract for the installation of interoperable EHR
systems across the region of Montréal.

With Dinmar, we alsa acquired a consulting practice
focused an the health market, which complemented
and enhanced our existing health expertise. We intend
to teverage our market reach to extend this expertise
to our other customers and thersby breaden our
range of services.

In serving our custorners in the health and financial
services sectors, we have developed specialized
expertise for maintaining the security of information and
processes, which we believe we can offer successfully
an a standalone basis as well as in conjunction with
our health and financial services offerings. We had

a number of wins in this area in 2006, inctuding the
renewal of a major managed security services contract
with a large telecornmunications company. We will
continue to support this customer with a range of
technology salutions, processes and facilities, and with
our specially trained personnel. We expect to grow our
security-related activities in 2007.

Our expertise in developing and operating large

drug claims processing systems was a key factor

in winning a ¢ontract to manage and enhance the
Ontario government’s Health Network System, which

processes 99 million drug claims each year under
the Ontario Drug Benefit program. This contract win
represented a major mitestone in our strategy to
further penetrate the Ontario market in 2006,




Looking forward

Qur roadmap for 2007 is clear. We will continue to
invest in our technology to increase the scope and
functionality of our solutions and the value we offer

to cur customers. We will expand our reach in aur
chosen markets in health and financial services
through adoption programs and new contract wins.
Finally, we will capitalize on cur proven expertise

to generate new revenue streams from existing
customers through services that will increase their
efficiency or enhance the service offering. In addition
to our efforts 1o increase arganic growth, we will
continue to seek complementary acquisitions to extend
our reach and our solutions offering, particutarly in the
health sector. We will also continue to review cur
solutions to ensure they meet, or demonstrate the
potential to meet, our growth and strategic objectives.

Acknowledgements

We woutd like to thank our employees for their
outstanding efforts and dedicaticn during this
year of intense activity, and our clients for their
continued loyally and trust. We reiterate our
commitment te meeting and exceeding their
expectations. We would also like to express our
appreciation to our fellow board members for
their continued support and counsel.

Finally, we would like to thank you, our shareholders,
for your confidence in the company and in its future.
The future is promising for Emergis and, given the
renewed momenturmn in our operating and financial
performance, we are confident in the Company’s
ability 1o grow profitably.

Jean C. Monty
Chairman of the Board

—X <=

Francois Cété
President and Chief Executive Officer




Management's discussion

and analysis

In millions of Canadian dollars, unless otherwise noted

This management's discussion and analysis (MD&A)
provides our review of the Company’s operaticns,
performance and financial condition for 2006, and
compares the 2006 financial results tc those of 2005.
The MD&A communicates cur outlook far the Company
for 2007, as well as the issues and risks that may have
an impact on our future performance. It is intended to
supplement the financial information inctuded in the
consolidated financial statements, notes and other
financial information elsewhere in this annual report
and in our annual information form or other
documents filed on SEDAR at www.sedar.com and
available on our website at www.emergis.com. As

a result, it should be read in conjunction with such
financial information. This MD&A is current as at
February 21, 2007,

We prepare our financial statements in accordance
with Canadian generally accepted accounting
principles [GAAP). All dollar figures are in Canadian
dollars unless otherwise indicated. Where we say
“we”, "us”, "our”, "the Company” or "Emergis,” we
mean Emergis Inc. and its subsidiaries.

Caution regarding forward
looking information

Certain information in this MD&A, in various filings
with Canadian regulators, in reports to shareholders
and in other communications, is forward-looking
within the meaning of certain securities laws, and

is subject to important risks, uncertainties and
assumptions. This forward-looking information
includes, amongst others, information with respect
to cur objectives and the strategies to achieve those
objectives, as well as information with respect to aur
beliefs, plans, expectations, anticipations, estimates
and intentions. The words "may”, "could”, "should”,
“would”, "suspect”, “outlecok”, “believe”, "anticipate”,
“estimate”, "expect”, “intend”, "plan”, "target” and
similar words and expressions are used to identify
farward-looking infarmation. The forward-locking
information in this MD&A describes our expectations
as at February 21, 2007.

The results or events predicted in such forward-
looking information may differ materially from actual
results or events. Material tactors which could cause
actual results or events to differ materially from a
conctusicn, forecast or projection in such forward-
looking informaticn include, amongst others: general
economic factors, adverse industry events, the
adapticn rate of our solutions by customers and by
related electronic trading communities, our ability to
deliver development and implementation projects in a
timely manner, the non-renewal of mgjor contracts
which expire in the near term, complexities and timing
of signing large customer contracts, customers
developing internally the ¢apability to perform the
services which we perform on their behalf, our
response to our industry's rapid pace of change, the
limited time to capitalize on market opportunities,
competition, pricing pressures, fluctuations in our
aperating resuits, our ability to make and integrate
acquisitions, faitures or material changes in our
strategic relationships, exposure under contract
indemnities, defects tn software or failures in the
processing of transactions, security and privacy
breaches, our ability to attract and retain key
personne!l, our ability to protect our inteltectual
property, intellectual property infringement claims,
and industry and government regulation.

We caution that the foregoing list of material factors

is nat exhaustive. When relying an our forward-looking
information to make decisions, investors and others
should carefully consider the foreqoing factors and
other uncertainties and potential events. In making the
forward-looking informaticn contained in this MD&A,
we do nat assume any significant acquisitions,
dispasitions or one-time itemns. We do assume,
however, the renewa! of certain customer contracts,
Every year, Emergis has major customer contracts
that it needs to renew. Cne of these major customer
contracts represents slightly more than 10% cf
Emergis’ annual revenue. in addition, we also assume
the signature of new contracts. In this regard, Emergis
is pursuing large opportunities that present a very iong
and complex sales cycle which substantially affects
our forecasting abilities. We have assumed a certain

timing for the realization of these opportunities which
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we think is reascnable but which may not be achieved.
Furthermore, the pursuit of these larger opportunities
does not ensure a linear pragression of our revenue
and earnings since they may involve significant up-front
fees followed by reduced on-going payments. We have
assumed a certain progression which may not be
realized. We have also assumed that the material
factors referred to in the previous paragraph will net
result in such forward-looking information to differ
materially from actual results or events. However,
the list of these faciors is not exhaustive and is
subject to change and there can be ne assurance that
such assumptions will reflect the actual outcome of
such items or facters. Fer additional information with
respect to certain of these and other factars, refer

to the risks and uncertainties section of this MD&A
and to our Annual Information Form (risks and
uncertainties) filed with the Canadian regulators,

THE FORWARD-LOOKING INFORMATION CONTAINED IN
THIS MD&A REPRESENTS OUR EXPECTATIONS AS AT
FEBRUARY 21, 2007 AND, ACCORDINGLY, 1S SUBJECT TO
CHANGE AFTER SUCH DATE. HOWEVER, WE EXPRESSLY
DISCLAIM ANY INTENTION OR OBLIGATION TO UPDATE OR
REVISE ANY FORWARD-LOUKING INFORMAT!ION, WHETHER
AS A RESULT OF NEW INFORMATION, FUTURE EVENTS OR
OTHERWISE, EXCEPT AS REQUIRED BY APPLICABLE LAW.

Overview

Emergis i1s an |T leader in Canada that focuses on
the health and financial services sectors. We develep
and manage solutions that automate transactions
and the secure exchange of information to increase
the process efficiency and quality of service of our
customers. We have expertise in electronic health-
related claims processing, health record systems,
pharmacy management solutions, cash management
and loan document processing and registration.

In Canada, we deliver our solutions to the main
insurance companies, top financial institutions,
government agencies, hospitals, large corporations,
real estate lawyers and notaries and 2,900 pharmacies.

Our electronic health record solutions are also
delivered in the U.S. and Australia.

Qur head office is located in Longueuil, Québec. We
also have offices in various other locations in North
America, including principally the Toronto and Ottawa
areas in Ontario; Mont-Saint-Hilaire, Québec; Calgary,
Alberta; and the San Francisco area in California.
Our employees numbered 938 at December 31, 2006.
Our shares are listed on The Toronto Stock Exchange
[TSX: EME] and are included in the S&P/TSX
Composite index.

Customer segments

In 2006, our cperations, other than our discentinued
operations, addressed principally twe customer
segments: Health and Finance. In addition, cur
non-core segment contributed to earnings in 20046
and the fourth quarter of 2005.

Health
Emergis’ main business activities in the health sector

[t

include the adjudication and transport of drug, dental
and extended health claims primarily on behalf of
private and public insurers. We cperate a claims
processing platform that was developed for the
largest workers’ compensation board in the country.
On the health care provider side, in Canada, we deliver
pharmacy management solutions that automate

the prescription fulfilment process and in-store
operatians. We provide care delivery organizations in
North America and Austratia with electronic health
record (EHR} systems and associated services,
including design, implementation and support,

as well as strategic planning, change management,
information security and other censulting services.
We are also developing a drug information system
[DIS] solution for The Newfoundland and Labrador
Centre for Health Infermation.
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Finance

This segment offers finance-related electronic
business solutions to financial institutions, large
corporations, and the real estate legal community.
The focus of this business segment is on cash
management solutions, the electranic precessing and
registration of loan documents, debit and credit card
authgrizations, and managed security services.

Non-core operations

We recorded reductions in direct and operations costs
ot $1.0 million in 2006, and $2.2 million in 2005,
resulting from the reversal of certain tax provisions.

Objectives and strategy

2007 Objectives

+  Grow revenue organically and through selective
acquisitions

+  Improve profitability through revenue growth
and cost management

*  Increase sharehalder value through the above
actions and other means

Strategy overview

Our business strategy for 2007 follows the plan
developed in 2005 and acted on in 2006 — to develop
existing markets in the health and financial services
soctors. We will continue to penetrate and expand
these markets through the offering of existing
solutions to new customer groups and new solutions
to existing customers, as well as moving into adjacent
markets in health and financial services. These
adjacent markets include those for security solutions
and consulting services.

We rely on our technolegy, our knowledge and
business process expertise in the health and financial
services seciors, as well as our ability to create
electronic communities and leverage existing ones
among the trading partners of our customers, as key
differentiating factors for us to win new business,

We will continue to drive operational efficiencies
in gur business to improve our profitability and
to review our solutions in the normal course of
business to ensure they meet or demonstrate

the potential to meet our growth and strategic
objectives. We will look to acquisitions to accelerate
our growth within our chosen markets, take
advantage of the cperatienal leverage inherent in
our business model, and will consider using
financial levers to increase shareholder value.

Health market

The heatth sector continues to provide Emergis with
significant growth opportunities arising from the
desire on the part of governments and gavernment
agencies, insurers, and health care providers to use
information technology to improve the quality of care
and to contain rapidly growing service and
administrative costs. The value of our solutions
includes the lowering of health care delivery costs and
improved patient outcome, as well as the lowering of
administrative costs and increased precess efficiency.

Emergis’ Health strategy centres on three key market
segments: private insurers, governments and
government agencies, and health care providers.

Private insurers, represented mainly by the majer
insurance companies, continued to be significant
contributors to Emergis” Health revenue in 2004.

Our strategy for private insurers is to further increase
our penetration of the claims adjudication business,
capitalizing on the growing number of prescriptions
being issued as a result of an aging pcpulation and
the introduction of new drugs, the coniinuing trend

to settle claims electronically rather than using paper
reimbursement, expanding our coverage to adjudicate
different types of claims, such as dental and extended
health claims, and adding new customers.

Emergis provides services to three of the largest life
insurance companies, which collectively represent
about half of the private group health insurance
market in Canada. We will continue to wark closely
with our customers in promoting the adoption of
electronic claims transport and adjudication across
Canada. We are also developing a multi-benefit
claims platform, the first module of which, a dental
claims adjudication engine, is expected to be available
in 2007. Subsequent modules will include extended



health ¢claims adjudication, the management af
health spending accounts and a new drug claims
adjudication engine. The rollout of the multi-benefit
claims platform is expected to attract new business
for us, including new customers such as insurance
companies, for which we do not currently provide
service, and third party administrators, who
process claims for seli-insured businesses and
other organizations. We are also looking to provide
additicnal services.

On the government agency side, we are targeting

the expansion of our claims processing activities
with provincial health plans and provincial warkers’
compensation boards. In 2006, we signed an
agreement with the Gntario Minisiry of Health and
Long-term Care to manage the ministry's Health
Network Systern, inciuding the evaluation of and
payment file preparation for approximately 99 million
drug claims each year under the Ontario Orug Benefit
program. Ramping up in 2007, this project leverages
our expertise in providing claims processing services
to public insurers. We intend to pursue similar
apportunities with other provincial governments.

in the workers' compensatian ¢claims area, Emergis
developed, in 2007, and operates a claims pracessing
system for the Ontario Workplace Safety and
Insurance Board and provides drug claims processing
for the British Columbia workers’ compensation
board. We recently renewed our contract with the
Ontario board for an additional six years, With this
renewal, we are looking to increase the number of
health care providers connected to the platformin
arder to electronically capture a larger portion of
claims submitted. In 2006, the number cf providers
connected to the platform increased by 15% to 3,900,
We are also looking to add to the suite of sarvices
we provide to the Ontarie board. We are pursuing
oppertunities to offer similar services to workers’
compensation boards in other provinces and in
selected jurisdictions in the U.5.

In 2004, we increased the total number of claims

we transported by 21% to 158.1 million and these

we adjudicated by 14% to 64.7 millicn compared to
2005 levels. The growth in claims transported was
supported by the annuatized impact of the acquisition
of the Canadian network operations of NDCHealth

in March 2005,

In 2004, we evolved our strategy to pursue
epportunities created by EHR and DIS projects at
the provincial levet across the country to include
opportunities at the regional and individual hospital
levels as well. With the acquisition of Dinmar
Consulting Inc. (Dinmar) in July 2006, we acquired
world-class technology and expertise that address
this expanded market. Combined with Emergis’
market presence, technotogy and financial strength,
we believe we have a strong rmarket offering to
address the EHR market at all levels, |. [

An EHR is a comprehensive electronic file of an
individual's medical history expected to replace paper
files or order forms for examinations, procedures,
prescriptions and test results that accumulate over
time in various doctors offices, hospitals, clinics and
test centres. An EHR systern also has the ability to
interface with the varicus legacy informaticn systems
of a hospital. Included in an EHR is prescription

drug information generaied by a DIS. The systems
supporting the EHR would manage the order format,
collection, storage and access of data making up an
individual’s record.

Major EHR projects at the provincial level have been
stimulated by Canada Health Infoway, a federal
crown corporation, which funds up to 75% of the
development costs of such initiatives that meet
Infoway criteria. In June 2004, we entered into an
agreement with The Newfoundland and Labrador
Centre for Health Information for the development

and implementation of a BIS for the province.
Deployment is planned for 2008, Leveraging cur
technology, our process knowledge of the health
sector, and our extensive connections to health
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care providers, we will continue to pursue other
opportunities as Newfoundland and other provincial
governments initiate new EHR projects.

In addition to providing certain basic health
information on a province-wide basis, EHR systems
are being deployed in hospitals and in multiple
hospital or regional settings that offer comprehensive
patient information for use by clinicians to suppoert
patient management as well as clinical care. Dur
interoperable EHR systemn called Oacis has been
installed in hospitals in Canada, the United States and
Australia. Among its mare recent installations was
that in the Champlain Region Local Health Integration
Network [LHIN] in Eastern Ontario. In late 2006, it
was purchased by lAgence de la santé et des services
saciaux de Mantréal for deployment in haspitals
across the Montréal region, following its installation in
the eight teaching hospitals representing the McGill
University Health Centre and Centre hospitalier de
I'Uriversité de Montréal. We expect to expand our
interoperable EHR client base to other geographic
areas. We believe that the market for regional EHR
systems in Canada and internaticnally is greater than
that for province-wide systems, while offering a shorter
sales eycle.

On the provider side, our systerns now manage

the cperations of 2,900 pharmacies, making Emergis
the largest provider of pharmacy management ’
systems in Canada. This pesition was created
through a series of acquisitions of pharmacy
solutions providers in the past three years. We plan
to reduce the number of software platforms we
maintain, and in the standardization of our platforms
deploy best-of-breed solutions throughout cur
pharmacy base. We expect te continue to expand our
pharmacy solutions business through acqguisition,

by increasing our presence in pharmacy chains,
selling new soluticns, and by extending our salutions
to other types of health care providers, primarily to
support the creatian of electronic communities of
health care providers for our EHR initiatives,

With the acquisiticn of Dinmar in 2004, we alse
acquired a consulting practice focused on the health

market. Our consultants offer strategic planning,
systerns integration and implementation, change
management, information security and other services.
We intend to leverage our market reach to extend this
practice to our ather clients and thereby broaden our
range of services.

Security and privacy are essential elements of the
solutions we offer. We have developed specialized
expertise and solutions for maintaining the security
of information and processes, which we believe we
can offer successfully on a standalone basis as well
as in conjunction with our health and financiat
services offerings. Our security services enable
customers to enhance their own security cperations,
providing increased protection from attacks, server
stability and system integrity, and assist their
security operations personnel in meeting stringent
regulatory and compliance requirements. We had

a number of successes in this area in 2006 and
expect to grow this business in 2007.

Financial services market

This segment’s activities now consist primarily of
solutions which financial institutions can use to
improve their operating performance and quaiity

of service, or can add to their portfalio of cash
management services and generate additional
revenue. Emergis’ main business activities in the
financial services sector are in the cash management
area, the electranic processing of loan documents,
and debit and credit card authorizations. Our strategy
for this segment is to remain focused on the financial
institutional market, grow these activities and
continue to improve its profitability.

Cash management solutions consist of electronic
payment remittance solutions for Canadian
businesses and consumers, and an electronic tax
filing and remittance solution that allows businesses
to file and pay various taxes to governments through
their bank. For electronic remittances, we will
continue te migrate existing customers from our
legacy payment platforms to cur newer, more cost-
effective and feature-rich remittance platform. For
our tax solution, we will work with our existing bank




customers ta aggressively market the solution to their
business customers and to add new banks and new
tax forms to the platform.

Cash management solutions also include the Visa
Commerce payment sclution for businesses that
leverages Visa's global network. In late 2006, Visa
infarmed us that it will no longer pursue the business
line that was served by Visa Commerce and, as a
result, will not extend its contract with Emergis for
Visa Commerce beyond its current expiry date in June
2007. Adeption of this business-to-business electronic
payment sclution has continued to be below original
astimates prepared several years ago when the
solution was conceived.

Electronic processing of loan documents includes the
processing and closing of mortgages cn behalf of
notaries and real estate lawyers. The solution is
already in full operation in the Québec market and
has been used by approximately 80% of notaries
involved in real estate in the province and by

two banks. Qver the last two years, we developed a
national versicn af the soluticn and signed another
major Canadian bank with nationwide operations and
two software suppliers serving the real estate legal
communities in British Columbia and Ontario. We
expect to roll out the solution in Ontario and British
Columbia in 2007, having already initiated service with
this bank in Québec. In the longer term, we also plan
to expand our offering to include new services, such
as the discharge and electranic funding of mortgages.

Our other loan document solution, a lien registration
service which was in operation for most of 20056,
streamlined the process of securing financing and
leasing transactions for automobiles, trucks,
machinery and other personal preperty by offering a
single entry peint to each provincial registrar for lien
registration. We came to beliave that this business
would not meet our growth and profitability targets
and, in December 2006, sold it to a strategic buyer.
We will provide transition services to the buyer until
mid-2007 to facilitate its transfer.

Our debit and credit card authorization activities
focus on independent sales organizations, whose
customers are businesses that prefer te deal with
non-bank suppliers for their debit and credit carg
authorization hardware and software needs. We
intend to manage these activities so as to maximize
their cash {low potential.

Other activities in our Finance segment include our

program to realize the value of a patent we hold on

our electronic invoice presentment and payment

technology, and a managed security services contract

with a telecommunications ccmpany. We intend to

continue our patent program in 2007. Our subsidiary,

Emergis Technologies, was granted a U.S. patent in

March 2000 for a process for the electronic receipt

and payment of invoices. We no longer offer this

solution commercially. L 13

In the managed security services area. we recently
renewed a major centract with a telecommunications
company for three years. In support of its
government clients, we will continue to provide

the telecommunications company with a range of
technalogy selutions and facilities; specially trained,
security-cleared personnel; and advanced change
management processes.

Success factors

External success factors

in mapping out our strategy, we consider the
following external factors as key in shaping the
business environment in which we operate.

Economic conditions: The strength of the overall
economy impacts the level of technolegy spending
by companies and governments, which in turn may
impact cur ability to sell, as well as the way we
market and sell our solutions,

Health care IT spending: We rely on government
funding being made available for health care-related

initiatives in response to demands from citizens and
health care providers to improve the quality and
availability of service.
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Adoption: We develop and market technology
solutions that transform paper business processes
into electronic business processas. Our success is
dependent upon the overall rate of adoptien of such
technologies and processes by our target markets.
Increased adoption of technology solutions will have a
positive impact on the demand for our solutions and
the expansion of our electronic trading communities.

Competitive positioning: We face competition from
companies selling similar sotuticns, as well as from
potential customers eperating in-house salutions.
Competitive pressures may impact our ability te
grow, maintain cur revenue base and retain
customers, Competition may also affect the solution
functionality we must develop and the selling
strategies we must adopt.

Productivity: Since our solutions can increase the
aperating efficiency of our customers through the
conversion of paper business processes into
electronic ones, productivity pressures among existing
and potential customers should have a positive effect
an our business. The return cn investment we are
able to offer to our customers is a key determinant

in their decision to adopt cur solutiens.

Legislation: Certain of cur opportunities depend upon
a favorable regulatory environment and the enactment
of changes to government legislation that is required

for or facilitates the realization of these opportunities.

Internal success factors
In order to achieve our objectives, we depend on the
following critical internal success factors.

Employees: Our ability to innovate, develop, sell and
deliver solutions on time to custormers is dependent
upon our ability to attract and retain highly skilled,
committed and creative employees.

Service quality: Qur ability to deliver our solutions
and provide our services to customers on time, in
accordance with the expected levels and quality of
service, including network and application security,
availability and reliability, will affect our growth
and profitability.

Scale: We must work to achieve scale in our business
by increasing the number of transactions processed
by our technology platforms in order to improve

our profitability.

Market expertise: Our solutions automate processes
in the health and financial services markets. We require
significant and up-1o-date knowledge of these markets
and their processes in order to sell effectively and
tailor our solutions to the needs of our customers,

Development of electronic trading communities:
We must find ways 1o encourage the adoption of our
solutions by the trading partners of our customers,
including the real estate legal cammunity.

Sales and marketing: Our ability to be effective in
marketing and selling our solutions will affect our
growth and profitability.

Research and development; We must maintain
an adequate level of funding for research and
develepment to aliow us to expand our offerings.

Innovation: Our ability to develop and utilize innovative
processes, services and selutions will impact our
growth petential and profitability.

Technolegy: Our technology must reliably and
securely meet the needs of our customers and their
trading partners in terms of functionality, ease of use
and cost for them to adopt and continue to use our
solutions.

Operating efficiency: Cur operating costs, consisting
mainly of costs assaciated with employees, computing
and telecommunications must be maintained at levels
that will enable us to attain our profitability targets.
Similarly. we must atso continue to be effective in our
allocation of capital resources and focus on execution,
delivery and control.

Project delivery capabilities: We undertake large
scale development and implementation projects for
certain customers. The extent to which these projects
are delivered on time and on budget witl impact our

reputation, growth potential and profitability.




2006 Corporate highlights

Acquisition of Dinmar Consulting Inc.

In July 2006, we acquired all the issued and
outstanding shares of Dinmar. The acquisition price
of Dinmar was $40.1 million, including: $25.% million
in cash; $6.2 million in Emergis treasury shares, of
which $3.1 million were issued at closing (0.5 million
shares); and $3.1 million {0.6 mitlion shares] are to
be issued in March 2007 pending any claims for
indemnification; and; $8.0 million te be paid on
January 1, 2008 due to the achievement of certain
post-acquisition financial targets. The $8.0 million
amount is included in long-term deferred credits
and other, as at December 31, 2006. Half of this
%8.0 million may be paid in Emergis shares, at
Emergis’ option. Included in the purchase price, are
transaction costs of $0.8 million incurred with the
acquisition, relating mostly to professional fees and
integration costs. Dinmar, based in Ottawa, was a
previder of electronic health record technology
solutions and cansulting services to the health care
community. We expect to finalize the purchase price
allocation in the first quarter of 2007.

Acquisition of FrantLine Solutions Inc,

In May 2006, we acquired certain assets and assumed
certain liabilities of the pharmacy management
services business of Fronttine Soluticns Inc.
[FrontLine! for a cash consideration of $4.2 million.
We also incurred transaction costs in the amount

of $0.2 million in connection with the acquisition,
relating mostly to integratien costs. The pharmacy
management services business, based in Ontarig,
provided pharmacy solutions that automate the
prescription fulfillment process as well as an integrated
point-of-service solution for in-store cperaticns.

Sale of lien registration solution

In December 2004, we sold the assets related to cur
lien registration sclution for a total cash consideration
of $1.7 million and a further $0.7 million, subject to
certain conditions, We also incurred transaction costs
in the amount of $0.1 mitlion in connection with the
disposal. Further consideration of up to $1.3 miltion
may be received, contingent upon the purchaser

entering into an agreement with a custemer of the
lizn registration selution, on or before May 14, 2009.
The additional cantingent consideration, if any, will be
recorded as a gain on sale, upen receipt. For the year
ended December 3%, 2006, we recorded a gain on sale
of $0.3 million, which was included in income from
centinuing operations.

Normal course issuer bid

In March 200%, we initiated a normal course tssuer bid
[NCIB) to be in effect for up to one year. Purchases
made pursuant to the bid are not to exceed 5,970,000
common shares. As at February 21, 2007, 4,415,148
commen shares had been repurchased and cancelled
under this bid at an average price of $5.09 per share
for an aggregate cost, including related expenses, of
$22.4 million.

Definitions L 15

Recurring revenue: Recurring revenue includes
revenue from transactions or usage-based charges

for access to our technology and for services including
claims transpart, adjudication and payment, cash
management, electronic processing and registration of
loan documents, and electronic document exchange.
Recurring revenue also includes hardware sales
related to our Assyst Rx and Assyst Point-of-Sale
[pharmacy management] solutions, pharmacy
software license fees, fixed and/or user-based monthly
charges, primarily for hosting and securing network
services, maintenance and activaticn {ees, and
interest earned on amounts held on behalf of
custarmners and third parties. It is important to note
that recurring revenue refers to the underlying nature
of the revenue, as described above, and that revenue
from contracts that are not likely to be renewed witl
be included in this category if it results from the
activities described above.

Deployment and consulting revenue: Deployment
revenue includes fees for professional services
related 1o the development of our solutions and
the implementation, installation and integration of
our sclutions and those of our partners for their
customers. Deployment revenue also includes




16

Management's discussion
and analysis

In mitliens of Canadian dollars, unless otherwise noted

hardware sales, excluding those related to our Assyst Rx and Assyst Paint-of-Sate [pharmacy management]
solutions, and ane-time software and patent license fees, Consulting revenue includes fees for management
and information technology consulting services to health care providers.

Our revenue recognition policy is disclosed in Note 2 to our 2006 Consolidated financial staterents.

One-time items: One-time items include income from centract settlements, restructuring and other charges and
related reversals. significant gains on sale of assets and asset write-downs, the recognition and write-down of
future income tax assets and liabilities, and tax rate adjustments, as applicable. One-time items do not include
accruals or reversals of accruals made in the normal course of business.

EBITDA: The term EBITDA [earnings before interest, taxes, depreciation and amortization) does not have any
standardized meaning prescribed by Canadian GAAP and therefore rmay not be comparable to similar measures
presented by other issuers. We define it as net income [loss] from continuing operations before depreciation,
arnortization of intangible assots, interest, gains or losses on sale of assets, loss on foreign exchange, and income
taxes. It agrees, on a consclidated basis, with the amount disclosed as earnings before under-noted items on the
consolidatod statements of earnings. EBITDA is presented on a basis that is consistent from period to period.

We believe EBITDA to be an important measurement that allows us to assess the operating performance of our
ongoing businesses without the impact of depreciation and amortization expenses. We exclude depreciation and
amortization expenses because their level depends substantially on non-operating factars such as the historical
cost of capital assets.

EBITDA allows us to compare our operating performance on a consistent basis. Certain investors and analysts use
EBITDA in measuring a company’s ability te service debt, meet other payment obligations, as well as in valuations.
The following table reconciles EBITDA excluding one-time items to EBITDA.

2006 2005 2004
EBITDA excluding one-time items 35.7 26.0 12.0
Income fram contract settlements — 2.4 138
Restructuring and other charges [0.3) - 117.8)
EBITDA 35.4 28.4 8.0

Net income [loss] from continuing operations excluding one-time items: The following table reconciles our net
income [loss] fram continuing operations excluding one-time items 1o our net income [loss) from continuing

operations.

2004 2005 2004
Net income (loss] from continuing operations excluding one-time items 18.0 (1.0] (11.8)
Income from contract settlements - 2.4 13.8
Restructuring and other charges (0.3) - (z0.0)
Significant gain on sale of assets — - 1.6
Recognition {write-down] of future income tax assets 4.0 1.8 (67.7)

Net income (loss] from continuving operations 21.7 32 [73.9)




2006 Financial highlights

Consolidated statements of earnings

Total revenue was $170.0 mitlion in 2006 cormnpared
to $159.0 million in 2005 due to higher Health
revenue, partially offset by lower Finance revenue.

Recurring revenue represented 87% of total
revenue in 2006 compared to 94% in 2005. The
change was mainly due to an increase in license
and professional services revenue, which we
classify as deployment and consulting revenue,
including that from Dinmar and that from our
Assure EHR portfolio related to a DIS license.

Health revenue grew 24% from $91.9 million in
2005 to $113.8 smillien in 2006 mainly due ta (i}
the acquisitions of Dinrnar, FrontLine, and
NDCHealth Corporation’s Canadian claims
transport and pharmacy management services
businesses, [ii] organic growth in our Assure
Claims Drug ldrug claims adjudication] and
Assyst Rx and Assyst Point-of-Sale [pharmacy
management) solutions, and [iii] higher revenue
from our Assure EHR pertfotio related to a DIS
license. Thase increases were partly offset by
the expiry of an Assure Claims Network {claims
transport) contract on December 31, 2005

Finance revenue decreased 16% from $67.1 milkion
in 2005 to $54.2 million in 2006 mainly due to the
wind-down of the commercial cperations of cur
elnvoicing solution, the expiry of a transition
services contract, and lower professional
services revenue related to our Visa Commerce
activities. These decreases were partly offset

by higher license revenue from our patented
elnvoicing technolegy and professional services
revenue related to our Assure Pay Tax (filing and
remittance of taxes portiolio.

EBITDA excluding one-time items increased to
$35.7 million in 2006 from $26.0 million in 2005
despite a decrease in EBITDA of $1.2 million
from nan-core operations. This was mainly
accomplished as a resutt of both {i) organic
growth and acquisitions in our Health segment,
and liil cost containment efforts, which included
increased scientific research and experimental

development [SR&ED) investment tax credits

estimated for prior years, coupled with lower
telecom and facilities costs. The EBITDA growth
from these accomplishments was partially
cffset by the wind-down of the commercial
operations of our elnvoicing solution and a
decline in professional services related to

our Visa Commerce activities,

Met income from continuing operations was
$21.7 million or $0.23 per share in 2004
compared to $3.2 million or $0.03 per share

in 2005. This improvement was mainly due to
an increase in EBITDA excluding one-time
items, the absence in 2006 of a foreign
exchange loss present in 2005, the recognition
of & future income tax asset resulting from the
amalgamaticn of certain subsidiaries, lower
depreciation, and higher interest income.

The increase was partly offset by the absence
in 2004 of income from contract settlements 17
present in 2005 and the reduction of a future
income tax liabitity upon wind-up of a
subsidiary in 2005.

Total net income increased ta $28.8 million
or $0.31 per share in 2006 from $11.5 million
or $0.12 per share in 2005. This increase was
mainly due to an improvement in overall
profitability in core operations, partly offset by
a decrease in net income from non-core and
discontinued operations.

Consolidated balance sheets [December 31)

-

Cash, cash eqguivalents and temporary
investments in 2006 were $99.7 million compared
o $136.% million in 2005 mainly due to the
acquisitions of Dinmar and the pharmacy
management services business of FrontLine,
the repurchase of common shares pursuant to
an NCIB, a negative change in non-cash working
capital resulting principally from disbursements
related to past restructuring initiatives, and

the purchase of capital assets. This decrease
was partly offset by higher net earnings from
operaling activities and cash received as a price
adjustment on the sale of our U.S. Health
operations in 2004.
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«  Qur batance sheet reflects a current ratio [ratio
of current assets to current tiabilities) of 3.0 times
in both 2005 and 2006, and positive working
capital [current assets less current liabilities) of
$90.9 million in 2006 compared to $10%.3 million
in 2005. The decrease in current assets from
$163.7 million in 2005 to $135.4 million in 2004

for 2006 reflects mainly the cost of shares
repurchased under an NCIB. The outflow for
2005 reflects mainly the cost of shares we
repurchased under a substantial issuer bid
[SIB) and an NCIB.

Corporate performance

is mainly attributable to the change in cash, We have substantially met our 2006 objectives, as set out

in the MD&A in our 2005 Annual Report. The progress
in achieving these abjectives is described below.

cash equivalents and temporary investments
noted above. Current liabilities decreased from

$54.4 million in 2005 to $44.5 million in 20046
mainly due to reducttons in accounts payable and
accrued liabilities, including reduced balances
relating to our restructuring provision payable,

Consolidated statements of cash flows

+  Cash flows from operating activities resulted in
a net inflow of $16.5 million in 2006 cornpared
to an outflow of $17.4 million in 2005 mainly due
to decreases in working capital requirements,
including decreased disbursements related to
past restructuring initiatives, and improved
earnings from operating activities.

« in 2005, a net outflow from investing activities of
$34.4 million was mainly due to the acquisitions
of Dinmar and the pharmacy management
services business of FrontLine, the purchase
of temporary investments in commercial paper
that have maturities of more than 3 menths, and
the purchase of capital assets. These outflows
were partly offset by cash received as a price
adjustment on the sale of our U.5. Health
operations in 2004. In 2003, cash flows from
investing activities resulted in a net outflow of
$41.6 million, of which $59.8 million was due
to the purchase of temporary investments.
Additional outflows were mainly due to the
acquisition of NOCHealth Corporation’s Canadian
claims transport and pharmacy management
services business and the purchase of capital
assets. These outflows were partly offset by
proceads received on the sale of cur eLending
U.S. operations and from a price adjustment
on the sale of our U.5. Health operaticns.

= Cash flows from financing activities resulted in a

net outflow of $27.0 million in 2006 compared 10
an outflow of $43.7 miltian in 2005. The outflow

Generate organic growth in our health and
finance segments

In the Health sector, revenue increased 246% to
$113.8 million. Excluding the impact of acquisiticns,
Health revenue grew approximately 8%.

Already a leader in the processing of drug and
dental claims in Canada for the private insurer
market, we increased the number of claims
transported by approximately 8% in 2006
compared to 2003, after adjusting for the full-
year impact of the acquisition of the Canadian
claims transport activities of NDCHealth in
March 2005. The number of claims adjudicated
in the twelve months of 2006 increased by 14%
to 64.7 million compared to 2005,

We began the development of a new multi-
benefit claims adjudication platform, which will
grow our revenue base by adding dental and
extended health clairns adjudication to our suite
of solutions.

We signed a new client for both drug and dental
adjudication — a Québec-based insurance
company, and will begin to process claims on
its behatf in 2007.

We signed an agreement with the Ontario
government to manage the province’s Health
Network System, including the evaluation of
and payment file preparation for appreximately
99 million drug claims each year under the
Ontario Drug Benefit program.

We made significant progress in penetrating

the EHR market with the signing of contracts for
the development and operaticn of a DI5 for the
Province of Newfoundland and Labrador, and
for the ticensing and installation of our Qacis




interoperable £HR in hospitals in the Champlain
Regior: LHIN in Eastern Ontario, across the
region of Montréal, and internationally.

+  Weincreased the number of health care
providers connected electronically to the Ontario
Workplace Safety and Insurance Board by 15%
to 3,900, renewed cur contract with the board for
an additionat six years, and expanded our service
offering to them.

. In the Finance sector, certain of our sotutions
grew significantly, including cur mortgage
document processing solution whose
transactions increased 28% tc 189 thousand
and our tax filing and payment solution, whose
transactions increased 26% to 1.9 million.

¢ In the mortgage document processing area,
we made significant progress in our strategy to
expand the solution acress the country with the
development of a national technology platform,
the signing of a major Canadian bank with
aperations acress Canada, as well as two
software companies serving the real estate legal
community in Ontario and British Columbia.
These three developments are expected to
generate a significant flow of transactions in
2007 and beyond.

Accelerate growth through selective acquisitions
*  We completed two acquisitions in 2006 - that
of Dinmar and FrontLine.

¢  The acquisition of Dinmar for $40.1 million
significantly strengthened aur position in the
EHR market by adding technology and expertise
to service hospitals and regicnal hospital groups.
This acquisiticn was essential for our signing of a
contract for the installation of interoperable EHR
systems across the region of Montréal,

«  With the purchase of FrontLine far $4.4 million,
we increased our presence in the Ontario
pharmacy management systems market and
strengthened our position as the largest provider
of such systems in Canada.

Improve profitability through revenue growth and

cost management

«  We substantially improved our profitability both
at the EBITDA and earnings level in 2006 and
met or exceeded our financial targets, Our gress
rmargin, representing revenue less direct costs,
increased by $10.8 million to $141.7 million, while
our operating costs increased by $1.4 million,
generating an increase in EBITDA before one-time
items of $9.7 million.

=  EBITDA before one-time items increased fram
$26.0 million or 16% of revenue to $35.7 miltion
or 21% of revenue, and net loss fram continuing
aperations before one-time items improved
from $(1.0) million or $(0.01] per share to net
inceame of $18.0 million or $0.19 per share as a
resutt of higher EBITDA and lower depreciation
and other expenses.

» Net income, which included contributions from
discantinued operations in both 2005 and 2006,
increased from $11.5 million [$0.12 per share)
to $28.8 million ($0.31 per share].

Increase shareholder value through the above

actions and other means

¢ As described above, we have made substantial
progress executing the strategy we developed in
{ate 2005. We began to penetrate substantial new
markets far health solutions in the government
sector with a view to adding te future revenue
and profitability, while at the same time growing
the revenue and EBITDA coniribution of existing
health markets.

s We continued to improve the cost structore of
our Finance operations, increasing the EBITDA
margin of the sector from 10% to 15%.

*  We deployed a portion of our cash resources to
acquire profitable and synergistic businesses
to strengthen our existing eperations and to
repurchase an additional 4.3 million or 5% of
our commaon shares eutstanding through a
share buy-back program,

+«  \We believe that the above actions have contributed
to the 29% increase in the market price of our

common shares from $£.10 per share at the end
of 2005 to $5.28 per share at the end of 2006.
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Selected annual information

2006 2005 2004

Revenue
Health 113.8 9.9 70.9
Finance 56.2 67.1 86.4
Total core 170.0 159.0 157.3
Non-core - — 39.6
Total 170.0 15%.0 196.%
EBITDA excluding one-time items 35.7 26.0 12.0
income from contract settlements - 2.4 13.8
Restructuring and other charges (0.3} — (17.8)
EB!TDA 35.4 28.4 8.0
Net income [loss) from:
Continuing operations 21.7 3.2 [73.9]
Discontinued operations 7.1 83 12.2
Total 28.8 11.5 [61.7)
Basic and diluted earnings [loss) per share fram

continuing operations 0.23 0.03 (0.72)
Basic and diluted earnings per share from

discontinued operations 0.08 0.09 012
Basic and diluted earnings [loss) per share 0.1 0.12 10.60]
Weighted-average number of shares cutstanding

usad in computing basic earnings lloss) per share lin miliions) 92.5 99.3 103.4
Weighted-average number of shares cutstanding

used in computing diluted earnings (lossl per share [in millions] 93.5 99.3 103.4
Balance sheet, end of year
Total assets 280.0 273 352.0
Long-term debt, including current portion 7.3 9.5 17.2

In the past three years, total core revenue has trended upward with an increase in Health revenue partially offset
by a decline in Finance revenue. Total revenue decreased from 2004 to 2005 mainly due to the ending of revenue
from non-core operations, Despite this decrease, EBITDA excluding one-time items increased during this period,
reflecting actions taken to reduce costs. EBITDA growth from 2005 to 2006 was achieved through increased revenue
and cost containment activities.

During this period, we also recorded a number of one-time charges and inceme itemns, which have significantly
impacted EBITDA and net income {loss). These one-time items mainly included the recognition and write-down of
future income tax assets, restructuring and other charges, income from contract settlernenis and significant gains
on sale of assets. Details of these items are provided in our consclidated financial statements and notes, as well as
in this MD&A.




Total assets decreased from 2004 to 2005 due to the sale of cur U.S. Health and other operations and to write-downs
taken during the period as we refocused our business. The increase frem 2005 to 2006 was mainly due to the
acquisitions of Dinmar and the pharmacy management services business of FrontLine, coupled with an increase in
prepaid expenses, deferred development costs and deferred charges included in other current and leng-term assets.
These increases were partly offset by a decrease in cash, cash equivalents and temporary investments.

Selected quarterly information

4] Qz Q3 Q4

2006 2005 2006 2005 2006 2005 2006 2005
Revenue
Heaith 24.9 214 25.6 225 29.2 233 34.1 247
Finance 15.4 171 14.6 18.2 14,1 16.8 12.1 15.0
Total 403 385 40.2 40.7 43.3 40.1 46.2 397
EBITDA excluding one-time items 7.7 5.7 7.8 h.3 9.2 6.5 1.0 8.5
Income from contract settlements - 1.2 - 1.2 - - - - \
Restructuring and other charges — — — — — - 0.3) — L 21
EBITDA 7.7 6.9 7.8 4.9 9.2 6.5 10.7 8.5
Net income [less) fram:
Continuing operations 37 {3.9} 3.2 2.2 5.1 0.1 9.7 4.8
Discontinued operations — {1.8) 7.0 9.3 0.1 [1.3} - 2.1
Total 3.7 (5.7) 10.2 11.5 5.2 (1.2) 9.7 6.9

Basic and diluted earnings [loss)
per share from continuing
operations 0.04 (0.04] 0,03 0.02 0.0 0.co 0.1 0.05

Basic and diluted earnings [less]
per share from discontinued

operations — (0o 0.08 0.09 — lo.o1) - 0.02
Basic and diluted earnings (loss)
per share 0.04 (0.09] 0.1 0.1 0.06  10.01) 0.1 0.07

Weighted-average number of
shares outstanding used in
computing basic earnings [loss}
per share [in millions) 93.4 1035 930 101.9 92.5 98.0 71.2 93.4

Weighted-average number of
shares outstanding used in
computing diluted earnings (loss)
per share [in millions) 935 1035 931 1019 92.7 98.0 92.2 93.5

Balance sheet, end of period
Total assets 25%9.0 319.3 264.6 3097 268.7 2740 280.0 M3

Long-term debt,
including current portion 8.2 15.7 7.5 133 6% 1.5 7.3 9.5
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Trends evident in our annual financiat results are also
evident in our quarterly results, including the upward
trend in Health revenue and the decline in Finance
revenue. EBITDA excluding one-time items, and net
income [loss) from continuing operations, have
improved year over year due to the overall increase
in revenue and our engoing expense management.

In 2006, the increase in total assets was mainly due
to the acquisitions of Dinmar and the pharmacy
management services business of FrentLine, coupled
with an increase in prepaid expenses, deferred
development costs and deferred charges included in
other current and long-term assets. These increases
were partly offset by a decrease in cash, cash
equivalents and temporary investments. In 2005, the
decrease in total assets was mainly attributable to
the sale of cur U.S. Health and other operaticns and
to write-downs taken during the pericd as we moved
to refocus our business.

Fourth guarter 200&: OQur fourth quarter 2004 revenue
and EBITDA excluding one-time itemns reflect continued
growth in our Health operations, partly offset by the
decline in our Finance segment. Revenue for the
quarter grew o $46.2 million in comparison to

$39.7 million in the fourth quarter of 2005 mainly

due to the acquisitions of Dinmar and the pharmacy
management solutians business of FrontLine, coupled
with organic growth in our Assyst Rx and Assyst
Point-of-Sale pharmacy management] and Assure
Ctaims Drug (drug claims adjudication] solutions.
These increases were partly offset by the expiry

of & transition services contract, lower professienal
services related to our Visa Cornmerce activities,

and the expiry of an Assure Claims Network [claims
transport) contract an December 31, 2005.

EBITDA excluding one-time items was $11.0 miltion
compared to $8.5 million in the fourth quarter of 2005
principally due to the acquisitions of Dinmar and

the pharmacy management solutions business of
FrontLine, and crganic growth in our Assyst Rx and
Point-of-Sale {(pharmacy management] and Assure
Claims Drug [drug ctaims adjudication} solutions.
This EBITDA increase was partly offset by a smaller
reversal of certain tax provisions which decreased
from $2.2 million in 2005 to $0.2 million in 2004, the
expiry of a transition services contract, the decrease
in contribution from our Assure Data Exchange
[electronic document exchange) activities, and lower
professional services revenue related 1o our Visa

Commerce activities.

In the fourth quarter of 2006, we recorded restructuring
and other charges of $0.3 million as an adjustment

to the balance payable for a restructuring provision
taken in 2004. In 2005, we had a restructuring reversal
of $0.8 million relating to reduced facilities costs which
was offset by a new severance charge of $0.8 million
relating to employee terminatians.

In the fourth quarter of 2006, our gain on sale of
assets totaled $0.3 million due to the sale of our lien
registration solution. In 2605, a loss of $0.8 millian
was mainly due to the sale of certain assels related
to a pharmacy management solution,

For the quarter, future income tax recovery increased
from $3.8 million in 2005 to $3.8 million in 2006. The
2006 recovery was mainly attributable to the recognition
of a future income tax asset of $£.0 million upon
amalgamation of certain subsidiaries, while the 2005
recovery was attributable to the reduction of a future
income tax liability of $1.8 mittion upon the wind-up

of a subsidiary in 2005.

Total net income increased from $6.9 million or $0.07
per share in 2005 to $%.7 million or $0.11 per share in
2004, despite income from discontinued operations of
$2.1 million or $0.02 per share in 2003, absent in 2006




Results of operation

Revenue

Revenue by customer segment

2004 2005
Deployment Deployment

and % of and % of
Recurring Consulting Total  total Recurring Consulting Total total
Health 98.6 15.2 113.8 &7 88.9 3.0 91.9 58
Finance 48.8 7.4 56.2 33 60.2 6.9 671 42
Total 147.4 22.6 170.0 100 1491 9.9 159.0 100

Total revenue generated in 2006 was $170.0 million cornpared to $159.0 miltion in 2005 due to higher Health revenue,

partially offset by lower Finance revenue. Recurring revenue decreased to $147.4 million from $149.1 million in 2005,

a $1.7 million or 1% decrease. Recurring revenue represented 87% of total revenue in 2006 compared to $4% in 2005.

in 2007, we are targeting further growth in total revenue with an increase in Health revenue, partly offset by lower

Finance revenue. L 23

U.S.-sourced revenue decreased to 7% of total revenue in 2006 compared to 11% in 2005 mainly due to the wind-
down of the commercial operations of our elnvoicing solution, lower professional services revenue related to our
Visa Commerce activities, and the expiry of transition services contracts. These decreases were parily offset by the
U.S.-sourced revenue of Dinmar.

Health: Health revenue grew by 24% from $91.9 million in 2005 to $113.8 million to 2006 mainly due to {il the
acquisitions of Dinmar, FrontLine, and NDCHealth Corporation’s Canadian claims transport and pharmacy
management services businesses, [ii] erganic growth in our Assure Claims Drug (drug claims adjudication} and
Assyst Rx and Assyst Point-of-Sale {pharmacy management] sotutions, and il higher revenue from our Assure EHR
portfolio related to a DIS license, These increases were partly offset by the expiry of an Assure Claims Network
(claims transport} contract on December 31, 2005. Recurring revenue represented 87% of total Health revenue in
2006, compared to 97% in 2005. Deployment and consulting revenue increased $12.2 million mainly due to an
increase in license and professionat services revenue, which we classify as deployment and consulting revenue,
including that from Dinmar and revenue from our Assure EHR portfolio related to a DIS license. We are anticipating
Health revenue to increase in 2007 as a result of acquisitions made in 2006 and through crganic growth.

Finance: Finance revenue decreased by 16% from $47.1 million in 2005 to $56.2 millicn in 2006 mainly due to the
wind-down of the commercial operations of our elnvoicing solution, the expiry of a transiticn services contract, and
lower professional services revenue related to our Visa Commerce activities. These decreases were partly offset by
higher license revenue from our patented elnvoicing technology and professional services revenue related to our
Assure Pay Tax (filing and remittance of taxes] pertfolia. Recurring revenue represented 87% of total Finance
revenue in 2006, cornpared to 90% in 2005. Recurring revenue decreased by $13.4 million principatly due to the
aferementioned wind-down of the carnmercial operations of our elnvoicing solution and the expiry of a transition
services contract, both of which had generated revenue classified as recurring. We are targeting lower finance
revenue in 2007 due to the sale in December 2004 of our lien registration sclution, the expiry of our contract with
Visa for Visa Commerce in June 2007, and lower revenue from transition services. These decreases are expecied to
be partly offset by organic growth in our Assyst Real Estate [mortgage document processing] and Assure Pay Tax

[filing and remittance of taxes) solutions.
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Income from contract settlements: In 2005, we recorded $2.4 million as income from contract settlements related
to the early termination of a service and software license agreement signed in 2001 with an efnvoicing customer.

Expenses
Direct costs and gross margin
Health Finance Non-cere Total
2006 2005 2006 2005 2006 2005 2004 2005
Revenue 113.8 1.9 56.2 67.1 - - 170.0 159.0
Direct costs 201 19.5 8.7 9.7 {D.5) (1.1) 28.3 28.1
Gross margin 93.7 724 475 57.4 0.5 1.1 141.7 130.9
Gross margin % B2 79 85 84 83 82

Direct costs include telecommunications costs relating to services provided to customers, the cost of products
or services purchased specifically for customer projects, royalties payable to third parties pertaining tc certain
products, and persennel costs for the installation and integration of specific customer projects directly related to
24 J revenue. The increase in the Health gross margin from 79% to 82% was mainly due to [i] organic growth in our
Assure Claims Drug [drug claims adjudication] solution and DIS activities in our Assure EHR portfolio, (il the expiry
of a low-margin Assure Claims Network [claims transpart) contract on December 31, 2005, and liii} continuing cost
containment activities. This increase was partly offset by the acquisition of Dinmar, which had higher direct costs
resulting from its consultancy business. The decrease in the Finance gross margin from 86% to 85% was mainly
due to the wind-dawn of the commercial operations of our elnvoicing selution and the expiry of a transition services
contract, party cffset by direct cost reductiens. In 2007, we expect the cverall gross margin percentage to remain
relatively stable.

Operating expenses

2004 2005

% of revenue % of revenue

Operations 40.7 24 40.1 25

Sales and marketing 19.5 1" 17.8 11

Research and development 25.5 15 256.6 17

General and administrative 20.3 12 20.4 13

Total before: 106.0 &2 164.9 bé

Restructuring and other charges 0.3 - - —

Total 106.3 63 104.9 b6
Employees - continuing operations, end of year 938 853

Operating expenses increased $1.4 million principally due to acquisitions, the absence in 2006 of reductions in
certain contingency provisions present in 2005, and a smaller reversal of certain tax provisions in our non-core
segment. This increase was partly offset by our continuing cost containment activities, including an increase in
SR&ED investment tax credits. We expect total operating expenses to increase in 2007 as a result of the full-year
impact of the Dinmar acquisiticn and an increase in the level of resources cammitted te new solutions and services.

Notwithstanding this increase, operating expenses as a percentage of revenue are projected to decrease.




Operations: Operations expenses consist primarily of
persennel and personnel-related costs. software and
hardware maintenance, telecommunications costs. and
facilities costs. Expenses increased mainly due to the
reversal of $1.1 million of certain tax provisions in our
non-core segment in 2005, compared to $0.5 million in
2006, and the acquisitions of Dinmar and the pharmacy
management services business of FrontLine. This

increase was partly offset by cost containment activities,

which included the negotiation of lower hardware
maintenance fees. We are projecting an increase in
operaticns expenses in 2007 only as required to support

incremental revenues. As a percentage of 2007 revenue,

we are targeting operations expenses to decrease.

Sales and marketing: Sales and marketing expenses
consist primarily of personnel-related costs, as well
as consulting, promoetional, trade show and other
expenses related to the development of current and
future solutions. Expenses have increased principally
due to the acquisition of Dinmar and higher staff
costs. We are projecting an increase in sales and
marketing expenses in 2007 due to the full-year
impact of the aforementioned acquisition. However,
we expect these expenses to decrease as a
percentage of 2007 revenue.

Research and devetopment: Research and
development expenses consist largely of personnel-
related and consulting costs associated with the
devetopment of new solutions, and the enhancement
and maintenance of existing solutions. Expenses
have decreased mainly due to increased SR&ED
investment tax credits estimated for prior years and
the reduction of costs related to the maintenance of
existing solutions. These decreases were partly offset
by additional development expenses related to the
DIS activities in our Assure EHR portfolio and the
acgquisition of Dinmar.

Commencing with the signing of a long-term contract
with a client for cur Assure Claims Drug and Dental
[drug and dental claims adjudication] solution in
2006, we deferred development costs of $2.5 million
relating to the development of a dental claims

adjudication engine. These costs will be expensed
over a period of five years beginning with the delivery
of the service, which is expected in the second guarter

of 2007, The deferred development costs are included
in other long-term assets on our consolidated
balance sheet.

We are expecting an increase in research and
development expenses in 2007 mainly due the
projected increase of resources committed to the
development of new solutions and enhancement of
existing solutions, and the full-year impact of the
Dinmar acquisition. Notwithstanding this increase,
research and development expenses as a percentage
of revenue are expected to remain relatively stable.

General and administrative: General and
administrative expenses consist largely of personnet-
related costs for corporate departments and other
corporate overhead costs such as professional fees,
insurance and rent, Expenses have decreased mainly
due to cost containment activities, which resulted in L 25
lower facilities costs, travel-related costs, professional
fees, and insurance custs. A further decrease was
generated by the settlement of a dispute with an
existing Assure Data Exchange [electronic document
exchange] customer which resulted in a net accrual
reversal of $0.5 million. These decreases were partly
offset by the absence in 2006 of reductions in certain
contingency provisions present in 2005 and by the
acquisition of Dinmar. Notwithstanding the full-year
impact in 2007 of acquisitions made in 2006, we are
targeting general and administrative expenses {o
remain relatively flat, with a projected decline as a
percentage of 7007 revenue.

Restructuring and other charges: In 2006, we recorded
restructuring and other charges of $0.3 million as an
adjustment to the balance payable for a restructuring
provision taken in 2004. In 2005, restructuring and
ather charges included a restructuring reversal of
$0.8 million relating to reduced facilities costs and a
severance charge of $0.8 million relating to employee
terminations.

Employees: Total employees related to continuing
operations increased from 853 as at December 31, 2005
to 938 as at December 31, 2006. This net increase was
mainly due to the addition of 8% employees as a result
of the acquisition of Dinmar.
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EBITDA

2006 2005

Margin % Margin %

Health 26,5 23 17.4 19

Finance 8.2 15 6.4 10

Total core 34.7 20 23.8 15
Non-core 1.0 2.2

Sub-total excluding one-time items: 35.7 21 26.0 16
Incorne trom contract settlements - 2.4
Restructuring and ather charges 10.3) —

Total 35.4 21 28.4 18

Health: Health EBITDA improved by $9.1 million compared to 2005 principally due to (i] organic growth in our
Assure Claims Drug (drug claims adjudication] and Assyst Rx and Assyst Point-of-Sale [pharmacy management]
solutions, (il the acquisitiens of Dinmar, Frontline, and NDCHealth Corporation’s Canadian claims transport
and pharrmacy management services businesses, and [iii) our cost containment activities, including increased
SR&ED investment tax credits estimated for pricr years. These increases were partly offset by the proportion of
general, administrative and other overhead expenses allocated to our Health segment relative to our Finance
segment. This allocation is determined annually on the basis of budgeted revenue. A further reduction in EBITDA
resulted from the expiry of an Assure Claims Network claims transport] contract on December 31, 2005. Health
EBITDA in 2007 is targeted to increase as a resuit of continued growth and the full-year impact of acquisitions
completed in 2006.

Finance: Despite a decline in revenue, Finance EBITDA improved by $1.8 million compared to 2005 as a result of
cost containment activities, a decrease in the proportion of general, administrative and other overhead expenses
allecated to our Finance segment relative to our Health segment, and organic growth in our Assure Pay Tax [filing
and remittance of taxes) solution. This EBITDA grewth was partly offset by the loss of contribution resulting from
the wind-down of the commercial operations of our einvoicing selution, the decrease in contribution from our

Visa Commerce and Assure Data Exchange {electronic document exchange) activities, and the expiry of a transition
services contract. in 2007, Finance EBITDA is projected to decrease due to the expiry of cur contract with Visa for
Visa Commerce in June 2007 and lower revenue from transition services. These decreases are expected to be
partly offset by growth in our Assyst Real Estate [mortgage document processing) and Assure Pay Tax filing and
remittance of taxes} solutions.

Non-core: Non-core EBITDA of $2.2 million and $1.0 million for 2005 and 2006, respectively, was attributable
entirely to a reduction in direct and operations costs resulting from the reversal of certain tax provisions. In 2007,

we expect non-care EBITDA to remain at a similar level to that of 2006,




Other expenses

2004 2005

Earnings before under-noted items 35.4 28.4
Depreciation 8.1 11.4
Amortization of intangible assets 10.4 10.6
Interest income (4.8) 13.5)
Interest on tong-term debt 0.9 1.4
[Gain) logs on sale of assets 10.2) 0.7
Loss on foreign exchange 0.4 4.7
tncome from continuing operations befere inceme taxes 20.6 3.1
Incame taxes {recovery) 1.1) [0.1)
Net income from centinuing operations 21.7 3.2
Net income from discontinued operations 7.1 8.3 L 27
Net income 28.8 1.5
Basic and diluted earnings per share from continuing operations 0.23 0.03
Basic and diluted earnings per share from discontinued operations 0.08 0.09
Basic and diluted earnings per share 0.3 0.12

Depreciation: Depreciation expense decreased as a result of a diminishing balance of the capital asset pool,
Cepreciation expense is expected to decrease in 2007 given that certain assets will be fully depreciated.

Arnortization of intangible assets: Amortization of intangibles decreased mainly as a result of certain intangible
assets becoming fully amortized during the course of 2005. This decrease was partislly offset by the amortization of
acquired technology and customer relationships from the acquisition of Dinmar, and the amartization of customer
relationships from the acquisition of NDCHealth Corporation’s Canadian claims transport and pharmacy
management services business and FrontlLine's pharmacy management services business. Based on the current
intangible asset base, we are expecting amortization of intangible assets in 2007 to be comparable to that of 2006.

Interest income: Interest income increased mainly due to higher interest rates on temporary investments and due to
interest from the balance owing on the sale of our webdoxs operations, We are expecting interest incorng for 2007 to

be comparable to that of 2006.

Interest on long-term debt: Interest on long-term debt decreased due to lower outstanding debt in 2006 compared

to 2005. We expect a further decrease in interest expense in 2007 as average outstanding debt in 2007 will be lower
than that in 2006.
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[Gain) loss on sale of assets: In 2004, the gain on sale of
assets of $0.2 million was mainly due 1o the sale of our
lien registration solution. The lass on sale of $0,7 million
in 2005 was mainly due to the sale of certain assets
related to a pharmacy managerment solution in 2005.

Loss on foreign exchange: The foreign exchange

loss in 2005 relates primarily to partial reductions in
the net investrment in foreign subsidiaries. We are
expecting minimal fareign exchange exposure in 2007.

income taxes: The income taxes recovery in 2006 was
attributable to the recognition of a future income tax
asset upon amalgamation of certain subsidiaries,
partially offset by $2.7 million of investment tax
credits recorded in current income taxes and as a
reduction of scientific research and experimental
developrnent expenses. We are expecting income
taxes to increase in 2007 mainly due to the drawdown
of the future income tax asset recorded in 2005 upon
amalgamation of subsidiaries.

Net income from continuing
operations

Net incame from continuing operaticns was

$21.7 million or $0.23 per share on a fully diluted
basis in 2004 cempared to $3.2 million or $0.03

per share on a fuily diluted basis in 2005. This
improvernent was mainly due to the increase in
EBITDA excluding one-time items, the absence in
2006 of 5 foreign exchange loss present in 2005, the
recagnition of a future income tax asset resulting
from the amalgamation of certain subsidiaries,

lower depreciation, and higher interest income. The
increase was partly offset by the absence in 2006

of income from contract settlements present in 2005
and the reduction of a future income tax liability upon
the wind-up of a subsidiary in 2005. We are targeting
an increase in net income from continuing cperations
in 2007, mainly as a result of higher targeted EBITDA,

Discontinued operations

In 2004, net income from discontinued operatians was
almost entirely attributable to the receipt of a cash
payment of $7.1 million as an adjustment to the price
we received for cur former U.S. Health subsidiary we
sold in 2004. In 2005, discontinued operations, which
included our eLending U.S., U.S. Health and webdoxs
operations, generated net incorne of $8.3 million.
Details regarding the statements of earnings for these
discontinued operations can be found in Note 9 to our
consolidated financial statements.

Net income

Net income for 2006 was $28.8 million ($0.31 per
sharel, representing a $17.3 millicn increase from the
net income of $11.5 million ($0.12 per share] reported
in 2005. This increase was mainty attributable to an
improvement in overall profitability in core operaticns
in 2006, partly offset by a decrease in net income from
non-core and discontinued cperations. In 2007, we are
targeting an increase in net income principally as a
result of higher targeted EBITCA. This increase is
expected to be partially offset by the absence in 2007
of both income from discontinued operations and a
future income tax recovery that resulted from the
amalgamaticn of certain subsidiaries in 2006,




Liquidity and capital resources

The table below sets forth a summary of cash flow activity and sheuld be read in conjunction with our consolidated
statements of cash flows.

2006 2005
Cash flows from {used for] operating activities 16.5 (17.8)
Cash flows used for investing activities 136.4) {61.6)
Cash flows used for financing activities (27.00 [43.7]
Other — 10.93
Decrease in continuing cash position [46.9) 1123.8}
Cash flows used for discontinued operations - [3.9)
Decrease in cash position (46.9) [127.7)
Cash and cash equivalents, beginning of year 77.1 204.8
Cash and cash equivalents, end of year 0.2 771
Temporary investments, end of year 49.5 59.8 t 29
Cash, cash equivalents and temporary investments, end of year 99.7 136.9

At year-end 2006, we had $99.7 million in cash. cash equivalents and temporary investments on hand compared to
$136.9 million in 2005. This reduction was mainly due ta the acquisitions of Dinmar and the pharmacy management
sarvices business of FrontLine, the repurchase of common shares pursuant to an NCIB, a negative change i nen-
cash working capital resulting principally from disbursements related to past restructuring initiatives. and the
purchase of capital assets. This decrease was partly offset by higher net earnings from cperating activities and
cash raceived as a price adjustment on the sale of our U.S. Health operations in 2004.

Our balance sheet reflects a current ratio [ratio of current assets to current liabilities] of 3.0 times in both 2005

and 2006, and positive working capitat [current assets less current tabilities] of $90.9 million in 2006 compared to
$109.3 million in 2005. The decrease in current assets from $163.7 million in 2005 to $135.4 million in 2006 is mainly
attributable to the change in cash, cash equivalents and temporary investments noted above. Current labilities
decreased from $54.4 million in 2005 to $44.5 million in 2004 mainly due 1o reductions in accounts payable and
accrued liabilities, including reduced balances relating to a restructuring provision payable. We also had access to
lines of credit totaling $8.0 million as at December 31, 2005 and 2006, of which, as at December 31, 2006, an amount
of $5.0 million [$4.4 million as at December 31, 2005), representing irrevocable letters of credit guaranteeing
pperating lease commitments and contract surety far a client, had been committed from these facilities.

We believe that we will be able to meet our anticipated cash requirements for 2007, including the repurchase of
up to 1.6 million common shares remaining under the NCIB we initiated in March 2006 and of up to 5.6 million
common shares under a new NCIB announced in February 2007, based on the strength of our financial position
rapresented mainly by our funds on hand at year-end. In accordance with the 2004 sales agreement of the U.5.
Health operations, should we decide to use a partion of our cash resources to pay a dividend or other return of
capital to cur share-holders, including the repurchase of shares, some restrictions would apply. These restrictions
may be lifted through the posting of a letter of credit of up to U5$25.0 million. Also in accordance with the sale
agreement, if we are merged, liguidated, weund up or dissolved into another person, unless such person assumeas
all of our obligations and has a net worth of US$100 miilion, such person would be required to enter into the same
letter of credit arrangement.




30

Management’'s discussion

and analysis

In millions of Canadian dellars, unless otherwise noted

Operating activities

Cash flows {rom operating activities resulted in a
net inflow of $16.5 million in 2006 cornpared tc an
out flow of $17.6 mitlion in 2005 mainly due to
decreases in working capitat requirements, including
decreased disbursements related to past restructuring
initiatives, and improved operating perfermance.
Cash outflows related to past restructuring initiatives
decreased to $4.0 million in 2004 fram $156.2 million
in 2005. Excluding werking capital, we generated
cash inflows aof $30.1 millien in 2006 compared to
$31.2 million in 2005.

Investing activities

In 2006, cash flows used for investing activities
resulted in a net putflow of $36.4 million. Cash
cutfiows for acquisitions of $30.6 millien, including
transaction costs, were mainly attributable to the
purchase of Dinmar [$25.6 million] and the pharmacy
management services business of FrontLine

($4.3 million). Cash outflows of $9.7 million related
to the purchase of temporary investments in
commercial paper that have maturities of more than
3 months and $5.6 million related to the purchase

of capital assets. These outflows were partly oftset
by a cash inflow of $7.1 million received as a price
adjustment on the sale of our U.S. Health operations
in 2004. In 2005, cash flows from investing activities
resulted in a net outflow of $51.6 million, of which
$59.8 million was due t¢ the purchase of temporary
investrments. Additional outflows of $16.9 mitlion
were due to acquisitions, including transaction costs,
of which $15.2 million related o the purchase of
NDCHealth Corporation’'s Canadian claims transport
and pharmacy management services business, and
$10.2 million were due to the purchase of capital
assets. These outilows were partly offset by proceeds
of $16.1 million [net of disposition costs] received

on the sale of our eLending U.S. operations and
$10.9 million received as a price adjustment on the
sale of our U.S. Health operations in 2004,

Capital expenditures in 2007, including portions to be
financed with capital leases, are targeied to be in the
range of $8.0 million to $10.0 million. We expect to
finance 2007 additions mainly through internally
generated funds and available credit facilities.

Financing activities

Cash fiows used in financing activities resulted in a net
outflow of $27.0 miltion in 2006, of which $22.1 millien
was attributable to an NCIB and $4.9 mitlion 1o the
repayment of long-term debt. In 2005, funds used in
financing activities amounted to $43.7 million, of which
$22.8 million and $13.1 million were attributable to an
SIB and an NCIB, respectively. Repayment of long-term
debt totaled $7.9 million during this period.

There was ne foreign exchange gain or loss on cash
held in foreign currencies in 2006 compared to a loss
of $0.% millian in 2005. In 2007, we expect minimal
foreign exchange gains or losses due te our low U.5.
dollar cash balance and requirements.

Discontinued operations

Cash flows used for discontinued operations were
$3.9 million in 2005. There were no cash flows used
for discontinued operations in 2006.

Financial instruments

Qur principal financial instruments included cash and
cash equivalents, temporary invesiments, accounts
receivable, certain assets included in other ¢current
assets, accounts payable and accrued lisbilities and
long-term debt.

In 2006 and 2005, we did not use derivative instruments
to manage our expesure to interest risk. Qur interest

rate risk is minimal since our long-term debl carries a
fixed rate of interest and consists only of capital leases.

The carrying value of all financial instruments
approximates fair value, other than the financial
instrument related te the options previcusly held
in a public campany by the Company's former U.5.
Health subsidiary which was carried at a cost of
approximately $10.0 million as described in Note 9
to our consolidated financial statermnents, which the
Company settled in 2005.




Contractual obligations
We have contractuak obligations to make future payments on lease agreements and long-term service agreements.
For further details, see Notes 10 and 16 te our consolidated financial statements.

The following table summarizes these obligations.

2012

2007 2008 200¢ 2010 2011 toc 2015

Capital leases 4.6 2.0 1.2 - — -
Operating leases 9.8 9.7 81 7.4 5.4 12.8
Long-term service agreements 2.7 09 0.5 0.5 0.5 —
Total 17.1 12.6 9.9 7.9 5.9 12.8

We have sublet a portion of cur leased premises o third parties, for periods up to March 2011, totaling $10.8 million
[$14.5 million in 2005).

In the normal course of business, we enter into software and hardware maintenance contracts and
telecommunications contracts with commitments that do not exceed one year.

P

0ff-balance sheet arrangements

As a regular part of our business, we may enter inte agreements that provide for indemnification and guarantees
tc other parties in transactions involving business dispositions, sales of assets, sales of services, purchases and
development of assets, securitization agreements and operating leases.

The nature of most of these indemnities prevents us from making a reasonable estimate of the maximum potential
amount we could be required to pay other parties. As a result, we cannot determine how they could affect our
future liquidity, capital rescurces or credit risk profile. We have not made any significant payments under these
indemnities in the past. See Note 27 to our consolidated financial statements for further details.

Acting as a paying agent, we had $79.2 million in funds in transit as at December 31, 2006 {$60.6 million as at
Decernber 31, 2005) which represented amounts received or receivable from insurance companies 1o settle specific
health care claims adjudicated on their behalf and which are payable to the providers of the heaith care service
with respect to these claims. These amounts have been presented on a net basis since these funds do not belang
to us and are held in trust.

Acquisitions and divestitures

In May 2006, we acquired certain assets and assumed certain liabilities of the pharmacy management services
business of FrantLine for cash consideration of $£.2 million. We also incurred transaction costs in the amount of
$0.2 million in connection with the acquisition, relating mostly to integration costs.

I July 2006, we acquired all the issued and cutstanding shares of Dinmar, The acquisition price of Qinmar was
$40.1 million, including: $25.9 million in cash; $6.2 million in Emergis treasury shares, of which $3.1 million were
issued at closing (0.6 million shares]: and $3.1 miltion (0.6 millicn shares] are to be issued in March 2007 pending
any claims for indemnification: and: $8.0 million to be paid on January 1, 2008 due to the achievement of certain
post-acquisition financial targets. The $8.0 million amount is included in long-term delerred credits and cther, as
at Decernber 31, 2006. Half of this $8.0 million may be paid in Emergis shares, at Emergis’ opticn. Included in the
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purchase price, are transacticn costs of $0.8 million
incurred with the acquisition, relating mestly to
professional fees and integration costs. We expect
to finalize the purchase price allocation in the first
quarter of 2007,

In December 2006, we sold the assets related to our
lien registration solution for total cash consideration
of $1.7 million and a further $0.1 million, subject to
certain conditions. We also incurred transaction costs
in the amount of $0.1 million in connection with the
disposal. Further consideration of up to $1.3 million
may be received, contingent upcn the purchaser
entering into an agreement with a customer of the
lien registration solution, on or before May 14, 2007.
The additicnal contingent consideration, if any, will be
recorded as a gain on sale, upon receipt. For the year
ended December 31, 2004, we recorded a gain on sale
of $0.3 million, which was included in income from
continuing operations. For details of our acquisitions
and divestitures, see Notes 7, 9 and 12 toc our
consolidated financial statements.

Outstanding securities

As at February 21, 2007, we had 89,588,724 common
shares outstanding and 2,718,742 options granted.
The options are exercisable on a one-fer-one basis
into common shares.

Additional information

MultiPlan complaint

In April 2005, MultiPlan Inc. filed in federal court in
New York a complaint seeking, among other relief,
compensation in excess of US$64 millien for
damages allegedly incurred in connection with the
purchase. The complaint alleges a variety of claims
relating to the sales agreement. Part of the complaint
related to an indemnification for alleged claims by
hospitals amounting to US$14 million. MultiPlan
advised us in 2005 that it had settled these hospital
claims for an amount of U5%$750,000. In July 2005,

we filed a mation to dismiss certain claims in the
complaint. Under U.S. law, this motion, which is made
early in the process, is based solely cn legal grounds,
assuming all factual allegations in the complaint to be

true, and was made prior to any discovery. The motion

doas not challenge the factual claims but addresses
the plaintiff's failure to allege sufficient facts to
support a legal claim. A decision granting the motion
will narrow the scope of the case but will not eliminate
the compiaint. Should the mation be denied, we will
retain alt factual and other defences to the complaint.
No decision has been rendered as of yet.

We remain of the view that the allegations are without
merit and are taking all appropriate actions to
vigarously defend our position. Fees related to the
defence of this claim and any other adjustment
related to U.S. Health are recorded in the pericd
incurred and are included in net income from
discontinued operations.

Outlook

The following discussion regarding 2007 financial
targets is based on certain assumptions regarding
the possible impact of certain factors which we
consider reascnable. However, each of these factors
is subject to change and there can be ne assurance
that such assumptions will reflect their actual
outcome. For information with respect to certain of
these factors, refer to the Risks and uncertainties
section of this MD&A and to our annual informaticon
form [Risks and uncertainties] filed with the
Canadian securities commissions.

For 2007, we are targeting improvermnents in revenue,
EBITDA and earnings from continuing operations
compared to 2004. Targeted 2007 EPS from continuing
operations is also expected to reflect an improvement
resulting from fewer commen shares cutstanding due
to the share buy-back programs undertaken in 2005.

Revenue is targeted to grow organically in 2607 as

a resutt of continued growth in existing Health
operaticns and progress in aur plans to generate
revenue from markets in the public health sector. In
addition to their full-year impact in 2007, acquisitions
completed in 2006 in the electrenic health record

and pharmacy management services areas are also
expected to generate organic growth in both revenue
and EBITDA.




Overall revenue growth is expected to be mitigated by
lower Finance revenue, reflecting lower revenue fram
the Visa Commerce initiative which is expected fo end
in mid-2007, and from our lien registration salution
which was sold at the end of 2006, partly ofiset by
growth in certain other areas of the sector, primarily
in our mortgage document precessing solution and
our tax filing and payment solution.

EBITDA for 2007 is also expecied to grow as a result
of growth in revenue and to strict management of
operating costs. We are continuing to develop new
technology in the claims processing, EMR and
pharmacy management systems areas. These
development costs are expected to drive future
revenue growth. We will also continue o review our
solutions in the normal course of business to ensure
they meet, or demanstrate the potential to meet, our
growth and strategic objectives.

Capital expenditures are targeted to be similarin level
to these in 2006, primarily for invesiments in software
licenses and in computer hardware.

We intend to use our substantisl funds to enhance
shareholder value. We are now primarily focused on
growing our business, both organically and through
acquisitions. We may also consider ather financial
levers to enhance shareholder value. An example

of this is the NCIB annaunced in February 2007, the
fourth share repurchase program undertaken over
the last two years.

Risks and uncertainties

Risks and uncertainties that coutd cause results or
events to differ materially frorn current expectations
include, ameng other factors.

General economic factors: General economic
conditicns, consumer confidence and spending,
and the demand for and the prices of our solutions
affect our business. When there is a decline in
growth or uncertainty in the economy or in retail
and commercial activity, there tends to be a lower

demand for our solutions.

Weak economic conditions may also negatively affect
the financial condition and credit risk of our customers.
This could increase uncertainty about our ability to
collect receivables.

Adverse industry events: Certain adverse events in
our industry could have a material and detrimental
effect on our business. Should one or more
companies in our industry experience a material
adverse event in their operations or business, such
event or events could result in a negative effect on
the industry as a whole. Examples of such events
could include privacy breaches, material defects in
software. failures in the processing of transactiens
and a significant loss cof data.

Adoption rate of our solutions by customers and by

related electronic trading communities: We must

increase the number of transactions we process to L 33
build recurring revenue. This increase will depend on

the rate at which eur customers and their trading

communities adept our sclutions. It will alse depend

an the effectiveness of our sales force as well as our

ability to stimulate our customers’ sales to their

trading communities and influence our customers’

marketing plans far our solutions.

Delivery delays or failures: We are required in our
agreements with our customers to deliver our
solutions on schedule. The development projects
under these contracts are frequently complex and
resource intensive. Often, these projects require the
use of highly specialized personnel who are much in
demand, Delivery of these prajects on time reguires
strong organization and sufficient access to
personnel and resources. Failure to deliver in a
timety manner could result in a breach of contract,
loss of an important customner, claims for damages
and damage to our reputation.

Non-renewal of major contracts which expire in the
near term: Losing a contract with a major customer
that we cannot replace or experiencing a significant
decrease in the number of transactions we process
for that customer could have a rmaterial adverse effect
on our business and operating results. Approximately
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50% of our revenue is derived from our ten largest
customers. Most of eur major contracts are for a term
of three to seven years and a certain number of these
contracts come up for renewatl each year.

Complexities in signing large customer contracts:
In order to win large customer contracts, we must
understand the complexities of the decision-making
process for awarding such contracts. For example,
for large government contracts, our sales efforts
must take into acceunt the potential requirement for
changes in legislation in crder for a government to
use our solutions. We must also allaw for potential
changes in governments and frequent changes in
personnei with whom we rmay interact.

Customers developing internal solutions: Certain

of our customers may wish to develop internally the
capabhility necessary to perform the services we perform
on their behalf. In particular, certain governmental
authorities may wish to develop intarnally the capability
necessary to process health claims electronically and
reguire health care providers, users and/or payers

to use such capability to process their claims. Should
some of aur customers develop such capability, it could
raterially harm cur business and operating results.

Response to industry’s rapid pace of change: Our
success will depend in large part on how well we
can anticipate and respond to changes in industry
standards, introduce new technologies and solutions
and upgrade existing solutions.

We may face additional financiat risks as we develop
new solutions and technologies, and update them to
stay competitive. Newer technologies, for example.
may quickly become absolete or may need more
capital than expected. Develaopment could be delayed
for reasons beyond our control. Furthermaore,
substantial investrment is usually required before
new technologies become commercially viabte.

There is no assurance that we will be successful
in developing, implementing and marketing new
technologies, salutions or enhancements within a
reasonable time, or that there will be a market for

them. New solutions that use new or evolving
technologies could make our existing ones
unmarketable or cause their prices to fall.

Limited time to capitalize on market opportunities:
Many of cur solutions, particularly in the health
sector, have a limited period in which they can be
successfully sold before poatential customers acquire
or internally develop a competing solution, or the
technology and the market evolves in a manner which
reduces the market opportunity for these solutigns.
We must capitalize quickly on these market
opportunities if we are to successfully realize our
marketing plans and strategy. There can be no
assurance that we will be able to capitalize on these
opportunities in a timely manner.

Competition: We face competition from companies
selling similar solutions as well as from potential
customers operating in-house sclutions, which will
impact our ability to grow or maintain our revenue
base. Compelition may also affect the solution
functionality we must develop and the selling
strategies we must adopt.

Many of our competiters, regardless cof size or market
share, have substantial financial, marketing, personnel
and technalogical rescurces. New competitors may
also appear as new lechnologies, products and
sarvices are developed.

Competition could affect our pricing strategies, and
tower our revenue and net income. It could also affect
our ability to retain existing customers and attract
new ones. Competition may also come from potential
or exisling customers who may choose to develop
in-hause solutions rather than use our solutions.

Pricing pressures: OQur traditional pricing structure,
based on transaction fees, has been widely accepted
by our customers and has provided us with a relatively
predictable strear of recurring revenue. If we are not
able to consistently apply this pricing structure, we

may not be able to generate revenue streams of the
size or predictability that we have been able to
generate in the past.




Operating results: We have announced plans

to grow our business in the Health and Finance
sectors. If we fail 0 successfully carry out these
plans, there could be a material adverse effect
on our results of operations.

We have incurred losses in the past, Qur revenue
depends substantially on the valume of services our
Customers purchase throughout the year. Our 2007
targets assume the signature of contracts in new
markets. In this regard, we are pursuing large
opportunities that require a very long and complex
sales cycle which substantially affect pur forecasting
abilities. We have assumed a certain timing for the
realization of these oppartunities which we think

is reasonable but which fMmay not be achieved.
Furthermore, pursuit of these larger opportunities
does not ensure a linear progression of our revenue
and earnings since they may involve significant up-
front fees followed by reduced ©n-going payments.
We have assumed a certain Progression that may
not be realized.

Our operating results have fluctuated in the past,
mainly because of terminaticns of exisling contracts,
reduced revenue from non-core operations, the effect
of acquisitions, dispositions and exited activities, and
variability in non-recurring revenue. Fluctuations
could continue in the future. If gur operating results
fail to mest analysts’ consensus, the trading price

of our shares could decline. in addition, significant
fluctuations in our operating results may harm our
business operations by making it difficult for us to
implement our business plan.

Acquisitions: Qur growth strategy includes making
strategic acquisitions. There is no assurance that we
will find suitable tompanies to acquire or that we will
have sufficient resoyrees 1o complete any acquisition,
There could be difficulties in integrating the operations
of acquired companies with cur existing aperations.

Strategic retationships: we rely on strategic
relationships to increase our revenue base. If these
relationships fail, materially change or are discon-
tinved, there could be a material adverse effect on
our business and aperating results.

Exposure under contract indemnities: We provided an
indernnification to the buyers in the sale agreements
regarding the business operations of U.S. Health,
Except for claims made before the end of April 2005
frefer to the "Additianal Infarmation™ section of this
MD&A and Note 9 of our consalidated financial
statements), the indemnities at this time cover
principally potential tax liabilities for which there is
no deductible and no maximum armount and which
remain in force yntil the expiry of the applicable
statute of limitations, A claim for indemnification
under these agreements could have a material
adverse effect on our business and operating results,

Defects in software or failures in the processing of
transactions: Defects in owned or licensed software
solutions, delays in delivery, as well as failures or

mistakes in processing electronic transactions could
materially harm our business, including our customer L 35
relationships and operating results. Our cperations

are dependent upon our ability to protect oyr

computer equipment, our applications and the

information stored in our data centres against

darnage that may be caused by fire, power loss,
telecommunications failures, unauthorizeg intrusion,
computer viruses and disabling devices, and gther

similar events, We gre party 10 a disaster recovery

agreement that provides an alternative off-site

computer system and business resumption site for

use in such disastrous events covering the majority of

our revenue. However, there can be no assurance that

a fire or other disaster, including national, regional

and local telecommunications outages, would not

result in a prolonged outage of pur operations.

Security and privacy breaches: !f we are unable to
pratect the physical and electronic security and
privacy of applications, databases and transactions,
our business, including custamer relationships,
ceuld be materially adversely affecteq.

Key personnel: We believe that qur futyre success
will depend upon gur ability to attract and retain
highly skilled personnel. Many of our projects are
resource intensive. Often, these projects require the
use of highly specialized personnel who are much in
demand. If we are unable to altract and retain highly
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skilled personnel, our business could be materially
adversely affected.

Protection of intellectual property: We depend on our
ability to develop and maintain the proprietary aspects
of our technology. We may not be able te enforce our
rights or prevent other parties from developing similar
technology, duplicating our intellectual property or
designing arcund our intellectual property. If we are
unable to do so, our business could be materially
adversely affected.

Intetlectual property infringement claims:

Third parties may claim that we infringe on their
intellectual property. Any such claims. with or without
merit, could materially harm our business and
cperating results.

Industry and government regutation: Governments
could implement policies adversely affecting our
business. Additional regulations and laws respecting
privacy and the safeguarding of personal informaticn
could also result in additional operating costs. We
operate in an industry which is subject to regulatory
scrutiny. An adverse regulatory or judicial decision or
order could have an adverse effect on our business
and results of cperations,

Critical accounting
estimates

About the CICA

The Canadian Institute of Chartered Accountants
[CICA} is the body responsible for the setting of
accounting and assurance standards in Canada

for business, not-for-profit organizations and
governments. As part of its mandate, it issues
guidance on control and governance, publishes
professional literature, develops continuing education
pragrams, and represents the accounting profession
nationally and internationally.

Note 2 to our consolidated financial statements
includes a summary of significant accounting policies.
The understanding of certain accounting policies used

to prepare our consolidated financial statements is
critical to understanding the results of our cperations
and our financial condition.

These significant accounting policies require us

tc make estimates and assumptions and apply
judgements which affect the reported amounts and
disclosure of assets and liabilities, as well as the
measurement and recognition of revenue and
expenses. They may require the assessment of factors
where the final cutcorne is uncertain. Actual resutts
may differ from those estimates and could have a
material impact on our financial results and financial
condition. We have established cantrol procedures

to ensure the cansistent applicatien of accounting
policies. We are also required te continually evaluate
the estimates that we use.

We base our estimates on past experience and on
other factors that we believe are reasonable under the
circumstances. Because they involve varying degrees
of judgement and uncertainty, the amount currently
presenied in the consolidated financiat statements
could, in the future, prove to be inaccurate. We
consider the estimates described in this section to
be important to the reader’s understanding of our
financial statements because these estimates rely
on our judgement and are based on factors that are
highly uncertain.

The following details our significant accounting
policies that require our judgement and estimates.

Revenue recognition: We sometimes sell our
solutions under arrangements that include multiple
elements. In these instances, the elements of the
arrangements may be defivered at different times.
requiring the determination of the appropriate time to
recognize the revenue. This determination requires us
to assess whether any of the undelivered elements is
essential to the functicnality of the sotution, as well
as the fair value of each of the undelivered elements.
The period over which the revenue related to such
arrangements is recegnized depends on the putcome
of such assessments.




Allowances for doubtful accounts: We maintain
allowances for losses that we expect will result from
customers who do not make their required payments.
We estimate the allowances based on the likelihood
of recavering aur accounts receivable. This is based
on past experience, taking into account current and
expected collection trends.

Valuation of goadwill and other intangible assets:
Section 1981, Business Combinations, and Section
3042, Goodwill and Other Intangible Assets, of the
CICA Handbook require that goodwill and intangible
assets with an indefinite life no longer be amortized
to earnings. Goodwill must instead be assessed for
impairment on an annual basis by applying a fair
value test at the reporting segrment level. Any
impairment losses are recognized to the extent that
the carrying value of goodwill exceeds the implied
fair value and are charged to earnings in the year in
which they cccun

The standards also require that acquired intangible
assets be recognized separately if the benefit of the
intangible assets is obtained through cantractuat
or other legal rights, or if the intangible assets can
be sold, transferred, licensed, rented or exchanged,
regardless of the acquirer’s intent te do so. The
determination of the useful lives of intangible
assets may be difficult to assess and may require
considerable judgement and analysis. Intangible
assets with an indefinite life are net amortized but
are periodically tested for impairment.

We determine the fair value of the reporting segments
from internally and externally developed valuation
models, using an income approach. These models
consider various factors, inctuding normalized
earnings (cash flows), projected forward earnings
(cash flows). price earnings multiples and discount
rates, We use judgement to estimate the fair value

of the reporting segments. Actual results could affect
the reported value of goedwill and other intangible
assets. At the end of 2004, we assessed the carrying
value of guodwill and other intangible assets included
in continuing operaticns and concluded that there was

na impairment.

Restructuring and other charges: On certain
occasions, we may decide to restructure ar divest of
some of our operations. At these times, we may also
develop formal plans for exiting businesses and
activities as part of the restructuring initiatives we
intend to undertake. These plans require contractual
commitments or other formal engagements with
regard to severance and other costs for which
Liabilities as well as expenses are recognized.
Furthermore, a write-down may be taken which
represents the excess of the carrying value of a
business over the tatal of discounted cash flow
expected from its use and eventual disposition.

We may also have to adjust previously reported
restructuring and other charges when payments

are made or other commitments or liabilities are
incurred under a previous plan. In 2006, we recorded
restructuring and other charges of $0.3 million as an
adiustment to the balance payable for a restructuring
provision taken in 2004.

s
w
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Income taxes: We use judgement when estimating
income taxes and future income tax assets and
liabilities. In preparing the financial statements,

we are required 1o estimate income taxes in each of
the jurisdictions in which we operate. This process
involves estirating actual current tax exposure, as
well as assessing temperary differences that result
from the difference in treatment far accounting

and tax purposes and the availability of loss carry-
forwards. These temporary differences and tax loss
carry-forwards result in future income tax assets and
liabilities which are included on our consolidated
balance sheet.

We are required to assess whether it is maore likely
than not that future income tax assets will be realized
and, based on all available evidence, to determine

if an adjustment is required on all or a portion of
the recognized future income tax assets. Factors
considered in the assessment of the likelihood of
realization include our forecast of future net income
before taxes, available tax planning strategies that
could be implemented to realize the net future
inceme tax assets, and the remaining period of less
carry-forwards,
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The Company has total tax attributes of $294.1 million
{$302.3 million in 2005] consisting of a scientific
research and experimental development tax pool
balance, non-capital loss carry-forwards and the
carrying value of depreciable assets for tax purposes.
Due to the uncertain nature of their future realization,
the Company has not reflected future income tax
assets with respect to its tax attributes except in
situations where it had satisfied the "more likely than
not” criterion, Currently, as a result of reorganizing
certain subsidiaries, we recognized approximately
$5.3 million of future income tax assets. The fuiure
tax assets deemed unlikely to be realized for financial
reporting purposes cansist mainly of differences
between tax values and accounting values of
depreciakle assets, Given that such ditferences can
be carried forward indefinitely and are for the mast
part transferable upon change of control, these tax
assets may uwltimately be realized.

Legal contingencies: In the normal course of
operations, we become invotved in various claims and
legal proceedings, contract terminations, acquisition
adjustments, price disputes, product warranty
recourses, commercial disputes, employee lay-off
disputes and other employee-related disputes. While
the final outcome with respect to claims and legal
proceedings pending at December 31, 2006 cannot
be predicted with certainty, it is the opinion of
management that their resolution should not have

a material adverse effect on our consclidated balance

sheet or statement of earnings.

Recently adopted
accounting policies

Non-maonetary transactions: In 2005, the CICA issued
handbeok section 3831, Nen-Monetary Transactions,
effective for transactions initiated in periods
beginning on or after January 1, 2006. This section
requires the recording of non-monetary transactions
at their fair value unless the transaction has no
commercial substance; is an exchange of inventory:
is a non-monetary, non-reciprocal transfer to owners;
or, is not reliably measurable. The adoption of this
new section had no impact on our consolidated
financiat statements,

Consolidation of variable interest entities: In June 2003,
the CICA issued Accounting Guideline 15 [AeG-15),
Cansolidation of Variable Interest Entities. The guideline
addresses consolidation of variable interest entities (VIE)
to which the usual condition for consolidation does not
apply because the VIE have no voting interests or are
otherwise not subject to control through ownership of
vating interests, It requires existing unconsolidated VIE
to be consolidated by the primary beneficiary. The
guideline was required for annual and interim periods
beginning on or after Novernber 1, 2004. The applicaticn
of Ac-15 had ne impact on our consclidated financial
statements.




Future accounting
policies

Financial Instruments, Hedges and Comprehensive
Income: In January 2005, the CICA issued Handbook
section 3835, Financial Instruments - Recognition and
Measurement, Handbook sectian 3865, Hedges and
Handbook section 1530, Comprehensive Income.

Secticn 3855 establishes standards for recagnition
and measurement of {inancial assets, financial
liabilities and non-financial derivatives. The standard
specifies when and to which amount a financial
instrument is to be recorded on the balance sheet.
Financial instruments are to be recorded at fair value
in some cases, and at cost in others. The section also
provides guidance for disclosure of gaing and losses
on financial instruments. Section 3865 includes and
replaces the guidance on hedging relationships that
was previously centained in AcG-13, mostly those
relating to the designation of hedging relationships
and its docurmentation. The new standard specifies
how to apply hedge accounting and which infermation
has to be disclosed by the entity. Section 1530
establishes standards for reporting and display of
comprehensive income. Comprehensive income
includes net income as weil as all changes in equity
during a period, from transactions and events from
non-owner sources. Comprehensive income and its
components should be presented in a énancial
statement with the same prominence as other
financial statements.

These sections are to be applied to interirm and
annual financial staternents relating to fiscal years
beginning an or after October 1, 2006. We are
evaluating the impact, which is not expected to be
material, of the adoptian of these new sections on

the consolidated financial statements.

Controls and procedures

The President and Chief Executive Officer (CED) and
the Chief Financial Officer (CFO) of the Company
conducted an evaluation of the disclosure controls
and procedures as reguired by Multitateral Instrument
52-109 issued by the Canadian Securities
Administrators. They concluded that as at December
31, 2006 the Company's disclosure controls and
procedures were effective in ensuring that material
information regarding this annual report and other
required disclosures was made known to them on a
timely basis.

The President and CED and the CFOQ have concluded

that, to the best of their belief and knowledge, there

have been no changes in the Company’s internal

control over financial reporting during the Company’s L 39
most recent interim period that has materially

affected, or is reasonably tikely to materially affect, the

Company's internal control over financial reporting.
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For the years ended December 31, 2604 and 2005

Management's report

The accompanying consalidated financial statements of Emergis Inc. and its subsidiaries [collectively the "Company”),
and all informatien in this annual report, are the responsibility of management and have been approved by the Board
of Directars.

The consolidated financial statements have been prepared by management in conformity with Canadian generally
accepted accounting principles. The financial statements include some amounts that are based on estimates
and judgements of management and, in their opinicn, present fairly the Company’s financial pesition, results of
aperations and cash flows. Financial information presented elsewhere in the annual report is censistent with that
in the financial statements,

Management, in furtherance of the integrity and objectivity of the financial statements, has developed and maintains
a system of internal contrals. Management believes the internal controls provide reasonable assurance that financial
records are reliable and form a proper basis for the preparation of financial statements and that the Company’s
assets are properly accounted for and safeguarded. The internal control process includes management’s
communication to employees of policies that govern ethical business conduct.

The Board of Directors carries out its respensibility for the financial statements in this annual report principally
through its Audit Committee. The Audit Committee reviews the Company’s annual consolidated financial
statements and other information in this annual report, and recommends their approval by the Board of Directors.
The shareholders auditors have full and unrestricted access to the Audit Committee.

These financial statements have been audited by the shareholders” auditors, Deloitte & Touche LLP,
Chartered Accountants.

L = (e

Francais Coté Robert Comeau Longueuil, Québec, Canada
President and Chief Executive Officer Chief Financial Officer February 21, 2007

Auditors’ report
To the Sharehoiders of Emergis inc.,

We have audited the consclidated balance sheets of Emergis Inc., as at December 31, 2606 and 2005 and the
consolidated statements of earnings, deficit and cash flows for the years then ended. These consolidated financial
statements are the responsibility of the Company's management. Our responsibility is to express an opinion on
these consolidated financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial staternents are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the acceunting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these consalidated financial statements present fairly, in all material respects, the financial position
of the Campany as at Decernber 31, 2006 and 2005 and the results of its operaticns and its cash flews for the years
then ended in accordance with Canadian generally accepted accounting principles.

Veloitts = Tode (P
Deloitte & Touche LLP Montréal, Québec, Canada
Chartered Accountants February 21, 2007




Consolidated
statements of earnings

in millions of Canadian dollars, except per share data
Years ended December 31

2006 2005
Revenue 170.0 159.0
Direct costs 28.3 28.7
Grass margin 141.7 130.9
tncome from contract settlements (Note 8] — 2.4
Expenses
Operations 40.7 401
Sales and marketing 12.5 17.8
Research and development, net [Notes 5 and 17] 25.5 26.6
General and administrative 20.3 20.4
Restructuring and ather charges (Note 13) 03 —
106.3 104.9
Earnings before under-noted items 35.4 28.4
Depreciation 81 1.4
Amartization of intangible assets 10.4 0.6
Interest income ‘ (4.8 (3.5
Interest on long-term debt 0.9 1.4
{Gain] loss on sale cof assets [Note 7] (0.2] 0.7
Loss on foreign exchange 0.4 4.7
Income from continuing operations before income taxes 20.6 3.1
Income taxes [recovery) [Note 17)
Current 2.8 1.7
Future (3.9 (1.8)
1.1 (0.1]
Net income from continuing operations 21.7 3z
Income from discontinued operatians, net of income taxes [Note %) 7.1 8.3
Net income 28.8 11.5
Basic and diluted incorme per share from continuing operations [Note 14] 0.23 0.03
Basic and diluted income per share from discontinued operations 0.08 .09
Basic and diluted income per share [Note 14} 0.3 0.12
Weighted-average number of shares outstanding used
in computing basic income per share [in millions] 92.5 99.3
Weighted-average number of shares outstanding used
in cemputing diluted income per share lin millions) 93.5 99.3

The accompanying notes are an integral part of the conselidated financial statements.

LM
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Consolidated
statements of deficit

In millions of Canadian dollars
Years ended December 31

2006 2005
Deficit, beginning of year 1,223.1) (1,234.6)
Net income 28.8 11.5
Deficit, end of year 11,194.3) (1,223.1)

The accompanying nates are an integral pan of the consolidated hnancial staternents,




Consolidated
balance sheets

In miilicns ¢f Canadian dollars
As at December 31

2006 2005
Assets
Current
Cash and cash equivalents 30.2 771
Temporary investments 69.5 59.8
Accounts receivable 23.6 19.1
Future income taxes [Note 17] 1.4 0.2
Other current assets [Note 5) 10.7 7.5
135.4 163.7
Fixed assets (Note 3] 18.8 214
Intangible assets (Note 4} 21.8 223
Goodwill [Note 19) 88.9 55.8
Future income taxes (Note 17) 3.9 -
Other long-term assets [Nate 5) 11.2 8.1
280.0 271.3
Liabilities
Current
Accounts payable and accrued liabilities [Note 13] 37.2 479
Deferred revenue 2.7 1.0
Deferred credits 0.4 0.4
Current portion of long-term debt [Note 10] 4.2 5.1
445 544
Deferred credits and other [Notes 12 and 13] 13.4 6.5
Future income taxes [Note 17} — 0.2
Long-term debt (Note 10] 3.1 IA
81.2 45.5
Commitments and contingencies [Note 16]
Shareholders’ equity
Capital stock [Note 11] 6.1 0.1
Contributed surplus [Note 11] 1,408.4 1.430.2
Deferred stock-based compensation [Note &} (1.0l (0.8
Deficit [1,194.3] [1,223.1}
Foreign currency translation adjustment {Note 18] 10.4) (0.6}
218.8 205.8
280.0 273

The accompanying nates are an integral part of the consolidated financial statements.

S

Jean C. Monty J. Spencer Lanthier
Director Director

On behalf of the Board of Directors,

|
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Consolidated
statements of cash flows

In millions of Canadian dollars
Years ended December 31

2006 2005
Operating activities
Net income from caontinuing operations 21.7 32
Depreciation and amortization 18.5 22.0
[Gain] loss on sale of assets [Nate 7) (0.21 0.7
Future income taxes recovery [Note 17] (3.9 (1.8]
Non-cash foreign exchange loss — 4.6
Non-cash portion of restructuring and other charges (Note 13) - (0.8]
Non-cash stock-based compensation [Note 6) 1.3 1.4
Deferred stock-based compensation [Note 4] {1.4) (0.3]
Other {5.9] 2.2
Changes in working capital (Note 15) (13.6) [48.8)
Cash flows from (used for] operating activities 16.5 (17.6)
Investing activities
Additions to fixed and intangible assets (5.6) 10.2}
Temporary investments (9.7 (59.8)
Acquisitians [Netes 12 and 15! (30.6} {16.9}
Cash from businesses acquired 1.0 0.1
Proceeds on sale of businesses. net of disposal costs [Notes 7, 9 and 15] 8.5 25.2
Cash flows used for investing activities (38.4] [61.5])
Financing activities
Repayment of tong-term debt 4.9 [7.9)
Repurchase and issuance of commaon shares, net [Nate 11) [22.1) (35.8)
Cash flews used for financing activities (27.0] (43.7)
Foreign exchange loss on cash held in foreign currencies - 10.9)
Cash flows used for continuing operations (46.9) i123.8)
Cash flows used for discontinued operations (Note 9] — 13.9]
Cash and cash equivalents
Decrease [46.9] (127.7]
Balance. beginning of year 77.1 204.8
Balance, end of year 30.2 771
Supplemental disclosure of cash flow information
Interest paid 0.9 1.4
Interest received 3.7 35
income taxes paid 1.2 1.4

The accompanying notes are an integral part of the consolidated finzncial statements.




Notes to consolidated financial statements

In millions of Canadian dollars, unless otherwise noted
Years ended December 31

1. Governing statute and nature of operations

Emergis Inc., incorporated under the Canada Business Corporations Act, is an IT leader in Canada that focuses on
the health and financial services sectors. Emergis, together with its subsidiaries. is hereinafter referred to as the
Company. The Company develops and manages solutions that automate transactions and the secure exchange of
information to increase the process efficiency and quality of service of its customers. The Company has expertise
in electronic health-related claims processing, health record systems, pharmacy management solutions, cash
management and loan decument processing and registration.

2. Accounting policies

Basis of presentation
The consolidated financial statements of the Coempany have been prepared in accordance with Canadian generally
accepted accounting principles [GAAP] and include the accounts of all its subsidiaries.

Use of estimates

The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates

and assumptions that affect the reported arounts of assets and liabilities. and disclosure of contingent assets and

liabilities at the date of the financial statements and the reperted amounts of revenue and expenses during the

reporting periods. Actual results could differ from those estimates. L L5

Revenue recognition
Revenue s recognized as it is earned, in accordance with the following:

« Transaction fees are recognized as transactions are processed;

= Fees. such as hosting fees, netwerk access fees and activation fees are recognized as services are rendered or
over the term of the contract. Certain fees related to multiple element arrangermnents are recognized over the
life of the related contract;

« License fees are recognized according to the terms of the license agreement, Fees for perpetual licenses are
recognized upon delivery of the licensed software if the fee is fixed or determinable. If the fee is not fixed or
determinable, the fees are recognized as the payments become due from the customer. Where the arrangement
includes multiple elements, license fee revenue is recognized on delivery, provided the undelivered elements
are not essential to the functionality of the license and the Company has evidence of fair value for all of the
undelivered elements. If payment of the license fee is subject to acceptance of the license, revenue is not
recognized until customer acceptance or expiration of the acceptance period. The Company's agreements
with customers and resellers do not contain product return rights:

+  Maintenance fees are recognized over the term of the maintenance period;

*  Fees for professional and integration services, ather than in the context of multiple element arrangements.
are reccgnized as the services are rendered;

»  Any other billings or cash received in advance of services being rendered are recorded as deferred revenue; and,

»  Fees for fixed-price deveiopment work are recognized using the percentage-of-completion methed either on
the basis of percentage of costs incurred to date on a contract, relative to the estimated total contract costs or
an the basis of the achievement of contract milestones. Losses, if any, on long-term contracts are recognized

during the period they are determined.
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Notes to consolidated financial statements

In millions of Canadian dollars, unless otherwise noted
Years ended December 31

2. Accounting policies (continued)

Cash and cash equivalents
Investments with original maturities of three months or less are classified as cash equivalents.

Temporary investments
Temporary investments are comprised of commercial paper investments that have original maturities of more than
three months and are valued at cost.

Fixed and intangible assets

Fixed and intangible assets are carried at cost. Depreciation and amortization are calculated on a straight-line
basis aver the estimated useful life of the assets except as noted below for leasehold improvements. The estimated
useful lives of the assets are as follows:

Acquired technologies 5 years
Computer equipment, software, licenses and
other acquired rights, assets under capital leases 3 1o Syears
Furniture and fixtures 5 years
Office equipment 5 years
Leasehold improvements Lesser of useful Life or lease term,
expiring on various dates until 2015
Customer relatienships J1to dyears

The Company reviews the carrying value of fixed assets and finite-life intangible assets for potential impairment an
an ongoing basis, considering events or changes in circumstances indicating that the carrying value may not be
recoverable. In order to determine if such an impairment exists, management considers the impact of technological
developments and the estimated future net operating undiscounted cash flows expected to be derived from these
assets. An impairment in the value of these assets is deducted from earnings in the year such impairment occurs.
The Company alsc reviews the useful life of its fixed assets and finite-life intangible assets on an ongoing basis,
considering events or changes in circumstances.

Goodwill
The Company assesses the goodwill of the individual reporting units for impairment in the fourth quarter of each
year and when events or changes in circumstances indicate that goodwill might be impaired.

The Cempany assesses goodwill for impairment in two steps:

« ldentification of a potential impairment is determined by comparing the fair value of a reporting unit to its
carrying value. Fair value is based on estimates of discounted future cash flows or other valuation methods.
When the fair value of the reporting unit is less than its carrying value. the fair value is allocated to all of its
assets and liabilities, respectively. The amount by which the fair value of the reporting unit exceeds the
amounts assigned to its assets and liabilities is the fair value of goodwill.

+  Determinatien of an impairment is performed by comparing the fair value of goodwill to its carrying value.
Any excess is deducted from earnings.

Deferred credits
Deferred credits include leasehold inducements which are being amortized to income over the remaining term
of the related leases and of a long-term portion of a restructuring provision.




2. Accounting policies (continued)

Stock-based compensation

The Company uses the fair value-based method to account for employee stock options and the Black-Scholes aption
pricing and the binomial medets to measure the compensation expense of options. These methods are used for
options granted on or after January 1, 2003. For options granted in 2002, the Cornpany discloses the proforma net
income in Note 6 as if the Company had expensed the fair value of the options over the vesting period cof the options.

Research and development

Research costs are expensed as incurred. Development costs are also charged to earnings in the period incurred
uniess they meet all the criteria for deferral as per the Canadian Institute of Charterad Accountants [CICA) Handbook
Section 3450, Research and Develapment Costs, and their recovery is reasonably assured. Investment tax credits
earned relative to research and development activities are deducted from the related costs or assels, if deferred.
Amortization of development costs deferred to future periods commences when the developrment work is complete
and is charged to earnings based on anticipated sales of the praduct, over & period not exceeding five years.

Income taxes

The Company uses the liability method of accounting for income taxes. Future income taxes are provided for temparary
differences between the carrying amounts of assete and liabilities for accounting purposes and the amounts used fer
tax purposes, computed based on rates and provisions of both enacted and substantially enacted tax law,

Earnings per share
Basic earnings per share are calculated based on the weighted average number of shares outstanding. In addition,
the treasury stock method is used lo compute the dilutive effect of opticns, warrants and similar instrurnents.

Foreign currency translation

Manetary assets and liabilities denominated in foreign currencies are translated at the exchange rate in effect

at the batance sheet date. Non-monetary assets and liabilities, and revenue and expenses arising from foreign
currency fransacticns are translated at the exchange rate in effect at the date of the transaction. These exchange
gains or losses arising from the transtation are included in the staterment of earnings.

Self-sustaining foreign subsidiaries are accounted for under the current-rate method. Under this methed, assets
and liabilities of subsidiaries are translated into Canadian dollars at the exchange rate in effect at the batance
cheet date. Revenue and expenses are translated at average exchange rates prevailing during the period. Resulting
unrealized gains or losses are accumuiated and reportad as foreign currency translation adjustment in shareholders’
equity. Upon the reduction of the net investment in a self-sustaining subsidiary, any unrealized gains or losses
relating to this subsidiary are included in income in the period of disposal.

New accounting standards

Non-monetary transactions
In 2005, the CICA issued Handbook Section 3831, Non-Menetary Transactions, effective for transactions initiated in
periads beginning cn or after January 1, 2006. This section requires the recarding of non-monetary transactions at

their {air value unless the transaction has no commercial substance: is an exchange of inventory; is a non-monetary,

non-reciprocat transfer te owners; or, is not reliably measurable. The adoption of this new section had no impact
on the Company's consolidated financial staternents.

Ld?
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Notes to consolidated financial statements

In millicns of Canadian dollars, unless atherwise noted
Years ended Cecember 31

2. Accounting policies icontinued]

Consolidation of variable interest entities

In June 2003, the CICA issued Accounting Guideline 15 [AcG-15), Consolidation of Variable Interest Entities.
The guideline addresses consolidation of variable interest entities [VIE] ta which the usual condition for
censolidation does not apply because the VIE have no voting interests or are otherwise not subject to cantrol
through ownership of voting interests. It requires existing unconsolidated VIE to be consclidated by the primary
beneficiary. The guideline is required for annual and interim periods beginning on or after November 1, 2004.
The application of AcG-15 had no impact on the Company’s conselidated financial statements.

Future accounting standards

Financial instruments, hedges and comprehensive income
In January 2005, the CICA issued Handbook section 3855, Financial Instruments — Recogniticn and Measurement,
Handbook section 3865, Hedges and Handbook section 1530, Comprehensive Income.

Section 3855 establishes standards for recegnition and measurement of financial assets, financial liabilities

and non-financial derivatives. The standard specifies when and to which amount a financial instrument is to be
recorded on the balance sheet. Financial instruments are to be recorded at fair value in some cases, and at cost
in others. The section also provides guidance for disclosure of gains and losses on financial instruments. Secticn
3865 includes and replaces the guidance on hedging relationships that was previously contained in AcG-13, mosily
those relating to the designation of hedging relationships and its docurnentation. The new standard specifies
how to apply hedge accounting and which information has to be disclosed by the entity. Section 1530 establishes
standards for reporting and display of comprehensive income. Comprehensive income includes net income as well
as all changes in eguity during a period, from transactions and events from non-owner sources. Comprehensive
incore and its companents should be presented in a financial statement with the same prominence as other
financial statements.

These sections are to be applied to interim and annual financial statements retating to fiscal years beginning on or
after October 1, 2006. The Company is evaluating the impact, which is not expected to be material. of the adoption
of thesa new sections on the consolidated financial statements.




3. Fixed assets

Accumulated Net book

2006 Cost depreciation value
Computer equipment 22.3 19.4 2.9
Computer equipment under capital iease 29.2 23.9 5.3
Furniture and fixtures 7.7 7.1 0.6
Qffice equipment 3.3 2.6 0.7
Leasehold impravements 14.1 4.8 9.3
74.6 57.8 18.8

Accumulated Net book

2005 Cost depreciation value
Computer equipment 20,7 17.5 3.2
Computer equipment under capital lease 26.7 200 6.7
Furniture and fixtures 7.5 6.6 0.9
Office equipment 3.2 2.4 0.8
Leasehold improvernents 13.2 3.4 9.8
71.3 49.9 21.4

[

In 2005, the cost and accumulated depreciation accounts were reduced by $40.0 million for unused fully
depreciated assets. This adjustment had no effect on the net bock value of the assets.

4. Intangible assets

Accumulated Net book

2006 Cost  amortization value
Acquired technaologies 1.3 4.4 6.9
Software 28.2 25.3 2.9
Licenses and other acquired rights 8.4 6.1 2.5
Software under capital lease 5.3 5.0 03
Customer relationships 16.1 6.9 9.2
49.5 47.7 21.8

Accumulated Net book

2005 Cost depreciation value
Acquired technologies 4.8 2.6 4.2
Software 274 225 L9
Licenses and other acquired rights 7.3 4.7 2.4
Software under capital lease 5.0 3.7 1.3
Customer relationships 131 34 95
59.4 37.1 223

During the year, the Company acquired $9.9 million of intangible assets ($8.9 million in 2005), of which $7.5 million
related to the Dinmar Consulting Inc, {Dinmar] and FrontLine Selutions Inc. (FrantLine) acquisitions and $2.4 mitlion
related to purchases of other intangible assets, all of which are subject to amortization. In 2005, the cost and

accumnulated amortization accounts were reduced by $55.3 mitlion fer unused fully amortized assets, This adjustment
had no effect on the net book value of the assets.
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Notes to consolidated financial statements

In millions of Canadian dollars, unless otherwise noted
Years ended December 31

5. Other current and long-term assets

The table below shows the details of other current and long-term assets as at December 31:

2006 2005
Current

Prepaid expenses 3.4 23
Government assistance and other credits receivable 31 1.3
Receivable related to the sale of webdoxs [including interest] {Note 9 2.9 0.2
Income taxes receivable - 1.7
Other 1.3 2.0
10.7 7.5

Long-term
Prepaid expenses 2.2 0.7
Gevernment assistance and other credits receivable 0.9 08
Receivable related to the sale of webdoxs lincluding interest] (Note 9] 2.7 5.1
Deferred development costs 25 -
Deferred charges 2.9 1.2
Other —_— 0.3
11.2 8.1

Deferred development costs

As at December 31, 2006, included in other long-term assets is the deferral of development costs of $2.5 million
(nil in 2005] relating to the development of the Company's dental adjudication engine. The costs will be expensed
aver a five-year period beginning when development work is complete, which is expected to be in the second
quarter of 2007.

Government assistance

In 2004, the Company became eligible to receive tax credits from Investissement Québec with respect to Québec-
based employees perfoerming specified, qualifying activities in the Carrefour de la nouvelle écenomie of Longueuit,
Québec. The Company recorded a related tax credit of $0.9 millicn for the year ended December 31, 2006

1$0.4 million in 2005). These amounts have been recarded as a reduction of research and development expenses

in the consolidated statement of earnings and the balance receivable of $2.9 million as at December 31, 2006
($2.0 million as at December 31, 2005] has been classified under other current and long-term assets.




6. Stock-based compensation plans

Emergis stock options

The Company has granted eptions to its employees to purchase Emergis common shares under the Emergis Share
Option Plan. The exercise price of the options is set at the closing price of the underlying shares on the last trading
day prior to the effective date of the grant. Options granted before November 2005 vest generally over a four-year
period starting in the second year after the grant and expire six years after the grant date, 25,500 options were
granted in 2005 with this vesting schedule. Options granted after October 2005 have various vesting schedules.

As at December 31, 2006, 2,879,455 options (2,155,116 in 2005) were cutstanding.

In November 2005, the Board awarded a grant of 361,000 performance-based stock options te certain key employees
in connection with the adopticn of a three-year strategic plan. Options under this grant may be exercised at any time
on or after February 1, 2009, with the participant being able 1o purchase up to 100% of the total number of optioned
shares only if the fallowing two conditions are met: a) the compound annual growth rate for either the Company’s
total revenue or the Health segment’s revenue achieves a certain threshold by Decernber 2008 compared to the 2005
actual results and b) at the time of exercise, the closing price of Emergis shares on the Toronto Stock Exchange has
met or exceeded a target price threshold of $8 for at least 21 consecutive trading days during the 12-month period
preceding the date of exercise. The options expire on December 31, 2010.

In Noverber 2006, the Board awarded a grant of 565,000 performance-based stock options to certain key
employees. Gptions under this grant may be exercised at any time on or after March 1, 2010, with the participant
being able to purchase up to 100% of the total number of opticned shares only if the following two conditions are
miet: a) the compound annual growth rate for either the Company's total revenue or the Health segment’s revenue
achieves a certain threshold by December 2009 compared to the 2006 actua! results and bl at the time of exercise,
the closing price of Emergis shares on the Toronto Stock Exchange has met or exceeded a target price threshold
of $9.50 for at least 2} consecutive trading days during the 12-month peried preceding the date of exercise.

The options expire on December 31, 2011.

In Novernber 2006, the Board also awarded a grant of 635,000 stock options which vest equally over a three-year period
starting at the first anniversary date of the effective date of the grant and which expire five years after the grant date,

The Company employs the fair value-based method for measuring the compensation cost of employee stock options
granted in 2003 and after. On July 2, 2004, following a $1.45 special cash distribution to shareholders on June 30,
2004, the Company reduced the exercise price for all then-outstanding options by $1.47 using a fermula prescribed
by the Teronto Stock Exchange.

The table below ts a summary of the status af the Cempany’s stock option plan.

2006 2005

Weighted-average Weighted-average

Number exercise price Number gxertise price

$ per share % per share

Qutstanding, beginning of year 2,155,116 16.74 2,938,531 19.70
Granted 1,200,000 5.02 386,500 3.68
Exercised [3,500) 3.92 - -
Expired [472,161) 19.86 [1169.915) 19.71

Qutstanding, end of year 2,879,455 11.36 2.155.116 16,74

91
L




Notes to consolidated financial statements

In millions of Canadian dallars, unless otherwise noted
Years ended December 31

6. Stock-based compensation plans (continued)

The table below summarizes information about options outstanding under the stock option plan at December 31, 2006,

Opticns outstanding Cptions exercisable

Weighted- Weighted Weighted Weighted

average average average average

exercise remaining exercise remaining

Range of exercise price Number price life Number price life
$ per share Years $ per share Years

$3.13 to $5.00 619,500 378 38 82,875 4.05 3
$5.01 te $7.50 1,654,214 5.09 4.6 98,870 5.61 2.6
£7.51 to $10.00 309,596 158 1.4 309,594 7.58 1.4
$10.01 to $20.00 881 15.32 01 881 15.32 0.1
$20.01 to $30.00 58,163 27.06 0.7 58,163 27.04 07
$30.01 to $45.00 287,791 39.03 0.8 287,791 39.03 0.8
$45.01 to $52.38 149,350 52.28 0.1 149,350 52.28 8.1
2,877,455 11.34 3.4 987,486 2417 1.2

Assumptions used in stock option pricing model
The table below shows the compensation expense for cutstanding opticns granted after 2002 and the assumptions
used in the Black-Schales option pricing and binomial models for awards granted during the period:

2006 2005
Cempensation expense [$ millians) 0.1 1.0
Weighted-average grant date fair value [$]' 1.52 1.81
Weighted-average assumptions
Dividerd yield (%) 0.0 0.0
Expected volatility (%) 35.0 60.0
Risk-free interest rate {%] 3.90 376
Expected tife lyears) 3.5% 4.00

1 Unadjusted for a reduction of $1.47 in the exercise price as ol July 2, 2004 for all optiens granted priof to July 2. 2004. The weighted-gverage fair value of the
reduction of $1.47 amounted to $0.27 for the 965,044 options granted since January 1, 2003 and still outstanding as of July 2, 2004,

The following pro forma disclosure autlines the impact on the compensation cost for the Company’s stock-based
employee compensation plans had the Company used the fair value-based method of accaunting for awards
granted in 2002:

2006 2005

Basic and Basic and

diluted diluted

Net income Net income

income per share income per share

Net income, as reported 28.8 0.31 11.5 012
Adjustment to net income 1.2 0.01 [1.7) (0.02)
Pro forma net income 300 0.32 9.8 0.10

Employee share purchase plan
The Company has an employee share purchase plan [ESPP) to which participating Canadian employees can
contribute up to 10% of their pre-tax salary. The Company contributes 50 cents for each dollar a participant

contributes, with a maximum contribution of 3% of a participant’s earnings. Shares may be purchased from
treasury or on the open market at the option of the Company. Compensation expense related to the ESPP
amountad to $0.4 rrillion in 2004 ($0.3 million in 2005).




6. Stock-based compensation plans icontinued)

Restricted stock plan

In September 2004, the Board of Directors adopted a restricted stack plan for employees [Share Rights Ptan].
Under the terms of the Share Rights Plan, the Company, an certain specific dates, funds the purchase of Emergis
shares which are held in trust to be released to employees upon fulfilment of a vesting condition. in the first quarter
of 2006, the Company transferred $1.4 million to the plan trustee for the purchase of Emergis shares. Compensation
expense related to this plan amounted te $1.2 millien in 2066 [$0.4 million in 2005), Included in shareholders’
equity is the related deferred stock-based compensation batance of $1.0 million as at December 31, 2006

[$0.8 million in 2005).

The table below is a summary of the status of the share rights.

Number 2006 2005
Outstanding, beginning of year 325,269 254,000
Granted 289,980 145,750
Expired (29,751 (71,024}
Vested (32,452) [3.457)
Outstanding, end of year 553,046 125,269 L
53

Directors’ share unit plan

Effective October 1999, certain fees payable to eligible directors [those who are not executives of the Company and
its affiliates) have been paid in the form of share units under a share unit plan. Under the plan, directors are paid
their annual Board retainer fees in share units unless they already hold 200,000 shares or share units, in which
case the fees are paid in cash unless the director elects o have them paid in share units. Other fees, such as
commitiee retainer fees and attendance fees, are paid in cash unless the director elects to have them paid in the
form of share units. Under the plan, each quarter, a number cf share units equal to the number of shares that
could be purchased on the open rmarket for a dollar amount equal ta the applicable fees payable in share units for
such quarter is credited to the account maintained for the director. Ne shares are purchased on the open market
until such time as a directar ceases to be a member of the Board of Directors. After a certain period, following
the cessation of board service, the Company, at its option, may pay the share units in cash or shares purchased on
the open market, in both cases after remittance of applicable withholding taxes. Compensation expense related to
the share unit plan amounted to $0.4 million in 2006 ($0.4 million in 20051,

7. Exited activities
In 2006, the Company sold the following assets:

Lien registration solution

On December 8, 2006, the Company sold the assets related 1o its lien registration solution for total cash consideratian
of $1.7 million and a further $0.1 million, subject to certain conditions. The Company also incurred transaction
costs in the amount of $0.1 miltion in connection with the dispasal. Further consideration of up to £1.3 million may
be received, contingent upon the purchaser entering into an agreement with a customner of the lien registration
solution, on or before May 16, 2009. The additional contingent consideraticn, if any, will be recorded as a gain on
sale. upon receipt. For the year ended Decemnber 31, 2006, the Company recorded a gain on sale of $0.3 millien,
which was included in income from continuing operations.

tn addition, the Company had income from discontinued operations in 2005 and 2006 (See Note 9.
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8. Income from contract settlements

Revenue from transition services in the amount of $1.8 million and income from contract settlements in the amount
of $2.4 millicn were recorded in 2005, related to the settlement of the early termination of a service and software
license agreement signed in 2001 with an elnveicing custemer and for transition services for such customer in 2005,

9. Discontinued operations

Sale of U.5. Health operations
In March 2004, the Company completed the sale of its preferred provider organization (PPQ} and care management
businesses, together representing its U.5. Health operations.

Price adjustment to the sale of the PPO operations of U.S. Health

At the time of the sale in March 2004, the U.S. Health subsidiary held options to purchase shares of a publicly traded
company. These options remained in the subsidiary at closing, but the sales agreement included a price adjustment
in favour of the Company, recorded at a value of $10.0 million, associated with the exercise of the options or the
purchase of these options by a third party. In April 2005, the Company had settled this financial instrument for total
cash consideration of up to U5$15.3 million. The cash consideration received was recorded as a price adjustment to
the sate. The Company received a first cash payment in April 2005 of US%$%.0 million [$10.9 million) and a second
cash payment in April 2004 of U5$6.3 mittion [$7.7 million]. A gain of $1.2 million was recorded in income from
discontinued cperations in the second quarter of 2005 as a result of the first cash payment. The final payment was
recorded as a gain on sale in the second quarter of 2006 and was included in income from discontinued operations.

MultiPlan complaint

In 2004, the Company provided an indemnity to the purchaser of the PPO business, MultiPlan Inc,, in the sales
agreement regarding its PPO business. The indemnity covers principally any breach of representations and warranties,
and any covenants in excess of US$2.0 million to a maximum of US$53.3 million, except for tax liabilities and certain
other representations, for which there is no deductible and no maximum amount. The Company's representations and
warranties remained in force until the end of April 2005, except for claims made before such time and tax and certain
other representations, which remain in force until the expiry of the applicable statute of limitations.

In April 2005, MultiPlan Inc. filed in federal court in New York a complaint seeking. armong other relief, compensation
in excess of US$&4 million for damages allegedly incurred in connection with the purchase. The complaint alleges
a variety of claims relating to the sales agreement. Part of the complaint related to an indemnification for alleged
claims by hespitals amounting to US$14 million. MultiPlan Inc. advised the Company in 2005 that it had settled these
hospital claims for an amount of US$750,000. In July 2005, the Company filed a motion to disrniss certain ctaims in
the complaint. Under U.S. law, this motion, which is made early in the process, is based solely on tegal grounds,
assuming all factual allegations in the complaint to be true, and was made prior to any discovery. The motion does
not challenge the factual claims but addresses the plaintif's {ailure to allege sufficient facts to support a legal
claim. A decision granting the mction will narrow the scape of the case but will not eliminate the complaint. Should
the motion be denied, the Company will retain all factual and other defences to the complaint. No decision has been
rendered as of yet.

The Company remains of the view that the altegations are without merit and is taking all appropriate actions to
vigarously defend its position. Fees related to the defence of this claim and any other adjustment related to U.5.

Health are recorded in the peried incurred and are included in income from discontinued operations.




9. Discontinued operations (continued)

Sale of wehdoxs operations

In 2004, the Company sotd its webdoxs operations, for which two installments of $2.5 million each are to be received
in December 2007 and 2008. These remaining balances are included in other current and long-term assets and bear
interest at prime plus 1%. In 2005, the Company recorded a gain on sale of $0.5 million, in incomne from discontinued
operations, relating to a contingency clause in the sales agreement.

Sale of eLending U1.5. operations

In 2005, the Company sold its eLending U.S. operations for US$13.8 million [$17.2 million). The Company received
U5$12.0 million [$15.1 million) in cash at closing and U5$1.8 million ($2.1 miltion} in November 2005. The Company
also incurred disposition costs of $1.1 millian. In 2005, the Company recorded a gain on sale of the eLending U.S.
operations of $9.8 millien, net of a goodwill write-down of $2.3 million. The gain on sale was included in income
from discontinued operations.

The results of operations and cash flows of the U.S. Health, webdexs and elending LS. operations have been
reported as discontinued operations as a single line-item in the consolidated financial statements.

The results of discontinued operations presented in the consclidated statements of earnings were as follows:

2006 2005 55
u.s. eLending us. eLending B
Health webdoxs U.5. Total  Health webdoxs u.s. Total
Revenue - - — — - - 1.2 1.2
Direct costs — - - - - - 1.2 1.2
Gross margin — — — — — .= - -
Expenses
Operations — - - - - - 0.5 0.5
Sales and marketing — - - - - - 0.7 0.7
Research and
development, net - — - - - - 0.1 0.1
General and administrative - - — — - - 0.7 0.7
— — - - - - 2.0 2.0
Loss before
under-noted items — — - - — - (2.0] [2.0}
Depreciation - - - — - - 0.1 0.1
Amortization of
intangible assets — - - - - - 0.9 0.9
[Gain) loss on sale of
assets held for sale [7.2] 0.1 — (7.1 (1.0} (0.5] (9.8] [11.3)
Incomne (loss) before

incame taxes 7.2 [0.1) — 71 1.0 05 6.8 83
Income taxes — —_ —_ — - - — —

Income |loss] from
discontinued operations 7.2 {0.1) — 71 1.0 0.5 6.8 8.3
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9. Discontinued operations (continued)

The cash fiows from discontinued operations presented in the cansolidated statements of cash flows were as follows:

2006 2005
Cperating activities — 14.3)
Investing activities - -
Financing activities - —
Foreign exchange gain on cash held in foreign currencies wam 0.4
Cash flews used for discontinued aperations — {3.91
10. Long-term debt
2006 2005
Obligations under capital leases, secured by moveable hypothecs on the related
equipment, bearing interest at a weighted-average rate of 9.7% (10.3% in 2005,
and maturing on dates varying from February 2007 to Septemnber 2009 [Ncte 14] 7.3 8.8
Term loans, secured by the underlying intangible assets, bearing interest at a rate
of 10.5%, repaid in September 2006 - 0.4
Unsecured non interest-bearing balance of sale, repaid in July 2006 - 03
7.3 9.5
Less: current portion 4.2 5.1
3.1 44

There are no future minimum instalments on long-term debt, except those for obligations under capital teases [Note 14).

The Company has unsecured revolving bank credit facilities totaling $8.0 million. Funds advanced under these
facilities are availakle at a Canadian bank prime rate, banker's acceptance rates plus 1%, U.S. base and

LIBOR rates plus 1%. These facilities are renewable annually. At December 31, 2006, an amount of $5.0 million
{$4.4 million in 2005), representing irrevocable letters of credit guaranteeing facility operating lease commitrments

and contract surety for a client, has been committed against these facilities.

The Company. through its acquisition of Gestion InfoPharm in 2004, assumed non-interest-bearing leans of
$3.2 million, of which $2.4 million was repaid in December 2005 and $1.% million was repaid in May 2006.

Concurrently, the Company had assumed matching nates, bearing interest at 6.35% which matured in May 2006 for
the $1.5 million loan and at 5.5% on the $2.4 millien loan which matured in December 2005. These matching notes
were pledged as security for the loans. As these pledged notes satisfied in full the required principal payments,

the loans had been compensated and both the loans and the notes had been presented on a net basis on the

Company's balance sheets.




11. Equity components

Authorized

Unlimited number of shares without par value

Common shares, voting and participating

Preferred shares, issuable in series, non-voting, terms and conditions determinable at issuance

Issued
The stated capital stock is detailed as follows:

Not issued
lssued and and not
Number fully paid fully paid Total
$ $ %
Balance at December 31, 2004 103,528,224 — — —
Issue of comman shares [a) 4,125 0.1 - 0.1
Repurchase of common shares (b] 14,112,182) - — -
Substantial repurchase of commaon shares [¢) {6,011,490) - — —
Balance at December 31, 2005 93,408,677 01 — 0.1
Issue of commen shares (d] 3,500 — - — L 57
Issue of cormmon shares [e) 591,715 3.1 — 3.1
Commaon shares te be issued [e] 5¢1.715 - 3.1 3.1
Repurchase of common shares [f] [4,314,668) 0.2 — 10.2}
Balance at December 31, 2006 90,280,939 30 3.1 4.1

For the year ended December 31, 2005
{a) 4,125 common shares were issued under the employee share purchase plan.

[bl Under the terms of a normal course issuer bid initiated in February 2005, the Company repurchased
4,112,182 shares for tatal consideration of $13.1 millicn, including related expenses. All 4,112,182 shares were
settled, paid and cancelled as at December 31, 2005. This amount reduced contributed surplus.

[c} In September 2005, under the terms of a substantial issuer bid, the Company repurchased 6,011,490 shares for
total consideration of $22.8 million, including related expenses. This amount reduced contributed surplus.

For the year ended December 31, 2006
(d) 3,500 stock options were exercised to purchase 3,500 common shares for cash consideration of $14 thousand.

le) 591,715 common shares with a value of $3.1 million were issued relating to the acquisition of Dinmar.
591,715 comman shares with a value of $3.1 million are to be issued in March 2007, subject to any claims
for indernnification.

(f} Under the terms of a normat course issuer bid initiated in March 2006, the Company repurchased 4,314,668 shares
for total consideration of $22.1 million. including related expenses. All 4,314,668 shares were settled, paid
and cancelled as at December 31, 2004. $0.2M of this amount reduced capital steck and $21.9M reduced

contributed surplus.
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11. Equity components (continued)

Warrants

In the past, the Company issued warrants in connecticn with business arrangements for the use and distribution
of certain technology solutions with strategic partners. Under the terms of such arrangements, the partners were
granted warrants to purchase shares of the Company on a one-for-one basis. No warrants were exercised and no
amount was recorded in the financial statements as a result of these arrangements.

The table below summarizes warrant activity.

2006 2005

Weighted- Weighted-

average average

exercise exercice

Number of  Number of price of  Numberof  Number of price of
warrants warrants warrants warrants warrants warrants

outstanding exercisable exercisable outstanding exercisable  exercisable

Outstanding. beginning
of year - —_ — 350,000 3,612 $5.78
Expired/terminated — - — (350,000} [3,612) 15.78}

Outstanding, end of year — - - — - -

Contributed surplus

2004 2005
Balance, beginning of year 1,430.2 1,465.1
Repurchase of common shares (a} (21.9) -
Amount related te stock-based compensation [b) 01 1.0
Repurchase of commoen shares (c] - (13.1]
Substantial repurchase of common shares (d] — (22.8)
Balance, end of year 1,408.4 1,430.2

la] Under the terms of a normal course issuer bid initiaied in March 2006, the Company repurchased 4,314,668 shares
for a total consideration of $22.1 million, including related expenses. $0.2M of this amount reduced capital stock
and $21.9M reduced contributed surplus.

[b} Fer the year ended December 31, 2004, the Company expensed $0.1 mittion {$1.0 millien in 2005} relating to
stock options. This amount was attributed to contributed surplus.

[c) Under the terms of a normal course issuer bid initiated in February 2005, the Company repurchased 4,112,182 shares
for total consideration of $13.1 million, including related expenses. This amount reduced contributed surplus.

[d] In September 2005, under the terms of a substantial issuer bid, the Company repurchased 6,011,490 shares for
a total consideration of $22.8 million, including related expenses. This amount reduced ceontributed surplus.




11. Equity components [continued)

Normal course issuer bid

In February 2005, the Cempany initiated a normal course issuer bid through the facilities of the Taronto Steck
Exchange. Purchases made pursuant to the bid were not to exceed 7,269,000 common shares, which represented
approximately 10% of the public float as at January 31, 2005. The common shares acquired pursuant to the bid
were cancelled. The bid remained in effect for one year, In 2005, the Company repurchased 4,112,182 shares, which
were settled, paid and cancelled for total consideration of $13.1 million. including related expenses.

Fallowing the expiry of the first normal course issuer bid, the Company initiated a second normal course issuer
bid in March 2004, Purchases made pursuant to the bid will not exceed 5,970,000 common shares, representing
approximately 10% cf the public float as at February 17, 2006, The camman shares acquired pursuant to the bid
were cancelled. Purchases under the bid may continue until March 1, 2007, unless terminated earlier. During 2004,
the Company repurchased 4,314,668 shares under the secend bid for a total consideration of $22.1 millien,
including related expenses. These shares were all settled, paid and cancelled as at December 31, 2005.

Substantial issuer bid

In August 2005, the Company initiated an offer o repurchase for cancellation up to $306 million of its common

shares, in a range of $3.20 td $3.7C per share, through a Dutch auction-type substantial issuer bid. The bid ;
remained open until September 14, 2005. Pursuant to this bid, the Company repurchased 6,011,490 common ‘» 59
shares, or 4% of total common shares then outstanding at $3.70 per share, for total consideration of $22.8 mitlion,

including related expenses. The first normal course issuer bid was temporarily suspended during the tender period

of this share repurchase offer.

12. Acquisitions

All of the acquisitiens listed below were accounted for using the purchase method. The results of operations have
been included in the Company's results since their respective dates of acquisition. The purchase price allocated to
the acquired technolegies and customer relationships is being amortized over a three to five-year period.

The Company acquired the following companies in 2006:

FrontLine Dinmar
Solutions  Censulting
Inc. Ing.

lfinal)  Ipreliminaryl
Total purchase price allecated as follows:

Current assets 0.1 6.3
Fixed assets - 1.1
Other leng-term assets — 07
Current liabilities — 11.9]
Deferred revenues (0.4) [2.4)
Allocation of excess of purchase price:

Customer relationships 2.0 1.0

Acquired technologies - 45

Goodwill 2.7 3.0

Cost of acquisition 44 40.1
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12. Acquisitions [continuec]

FrontLine Solutions Inc.

In May 2006, the Company acquired certain assets and assumed certain liabilities of the pharmacy management
services business of FrontLine Seluticns Inc. for a cash consideration of $4.2 million. The Company also incurred
transaction costs in the amount of $0.2 million in connection with the acquisition, relating mostly to integration
costs. The pharmacy management services business, based in Ontario, provided pharmacy solutiens that automate
the prescripticn fulfillment process as well as an integrated point-of-service solution for in-siore operations.

Dinmar Consulting Inc.

In July 2006, the Company acquired all the issued and outstanding shares of Dinmar Consulting Inc. The acguisition
price of Dinmar was $40.1 million, including: $25.9 million in cash: $6.2 million in Emergis treasury shares, of
which $3.1 millian were issued at closing (0.6 million shares); and $3.1 millien (0.6 million shares) are to be issued
in March 2007 pending any claims for indemnitication: and; $8.0 million to be paid on January 1, 2008 due to

the achievement of certain post-acquisition financial targets. The $8.0 million amount is included in long-term
deferred credits and other, as at Decernber 31, 2004. Half of this $8.0 million may be paid in Emergis shares, at
Ernergis’ option. Included in the purchase price, are transaction costs of $0.8 miilion incurred with the acquisition,
relating mostly to professional fees and integration costs. Dinmar, based in Ottawa, was a provider of electronic
health record technology solutions and consulting services to the health care community. The Company expects

to finalize the purchase price alloeation in the first quarter of 2007.

The Company acquired the following companies in 2003:

National NDCHealth
Data Pharmacy
Corporation Systems
of Canada and Services

Total purchase price allocated as follows;

Current assets 2.1 0.4
Fixed assets — 0.1
Current liabilities [1.4) [0.1]
Deferred revenues (0.3 {0.5)
Allocation of excess of purchase price:

Customer relationships 3.7 0.7

Goodwill 9.6 1.8
Cast of acquisiticn 13.7 2.4

National Data Corporation of Canada

In March 2005, the Company acgquired all the issued ang outstanding shares of Nationai Data Corporation of
Canada, from U.S.-based NDCHealth Corporation, for an initial cash consideration of $12.0 million and a further
$1.5 million, The Company also incurred transaction costs relating mostly to professional fees and integration
costs in the amount of $0.8 million in connection with the acquisition. In March 2004, the purchase price was
reduced by $0.6 million in settlement of post-closing indemnification claims by the Company. The reduction

was recorded against goodwill, National Data Corporation of Canada provided specialized network and claims
transportation services that support the electronic exchange of drug and dental insurance claims between health
providers and insurance or adjudication companies.




12. Acquisitions icontinued]

NDCHealth Pharmacy Systems and Services

in April 2005, the Company acquired certain assets and assumed certain liabilities of NDCHealth Corporation’s
Canadian pharmacy systems business for initial cash consideration of $1.8 million and a further $0.4 million,
subject to certain conditions. The Company also incurred transaction costs in the amount of $0.2 million in
connection with the acguisition, relating mostly to professional fees. The pharmacy systemns business, based in
Vancouver, provided pharmacy solutions that automate the prescription fulfillment process as well as an integrated
point-of-service solution for in-store operations.

13. Restructuring and other charges
In 20054, the Company recerded restructuring and other charges of $0.3 million as an adjustment to the balance

payabie for a restructuring provision taken in 2004.

In 2005, the Company recorded a reversal of restructuring and other charges of $0.8 mitlion relating to reduced
facilities costs and a new severance charge of $0.8 million relating 10 employee termination.

The table below provides a reconciliation of the balance of the 2004 resiructuring provision payable and the
combined 2002 and 2003 restructuring provisions payable as at December 31, 2006 and 2005.

2004 2003 Total
and 2002

Balance at December 31, 2004 14.2 74 21,6
Payments made during the year [10.7 (4.5] (15.2]
Balance at December 31, 2005 35 2.9 6.4
Charge during the year 03 - 0.3
Payments made during the year f1.9! 2.1} 14.0)
Balance at December 31, 2006 1.9 6.8 2.7

The balance of the restructuring provisions as at December 31, 2006 was $2.7 miltion [$4.4 million in 2005), of
which $0.9 million ($3.6 million in 2005) is included in accounts payable and accrued liabilities and $1.8 million
{$2.8 million in 2009) is inciuded in long-term deferred credits and others.

Lél



62 |

Notes to consolidated financial statements

In mitlions of Canadian dollars, unless otherwise noted
Years ended December 31

14. Net income per share

The reconciliation of diluted income from continuing operations and net income per share for the years ended
December 31, 2006 and December 31, 2005 are presented below:

2006 2005
Number Number
Net income of shares Per share Net loss of shares Per share
[numerator)  [denominator] amount [numerator] (denominator] amount
Net income from
continuing
operations
attributable
to commaon
shareholders $21.7 92,510,251 $0.23 $3.2 9¢,273.514 $0.03
Dilutive shares 787,574 -
Dilutive options 187,918 18,946
Diluted net incorne
from continuing
operations
attributable
to common
shareholders 21.7 93,455,745 0.23 3.2 99,292 460 0.03
Net income
attributable
to common
shareholders 288 92,510,251 0.31 11.5 99.273.514 012
Dilutive shares 757,576 -
Dilutive options 187,918 18.946
Diluted net income
attributable
to common
shareholders 288 93,455,745 0.31 11.5 99,292,460 012

A total of 868,992 non-dilutive options were excluded fram the calculation of diluted inceme frem continuing
aperations per share and dilutive net income per share in 2006 (1,571,116 in 2005] because the average market
value of the underlying shares was less than the exercise price of the securities.

15. Cash flow information

2006 2005
Changes in working capitat

Accounts receivable {3.8] 2.4
Other current assets (0.9 [1.1)
Accounts payable and accrued liabilities 8.3 [62.2)
Deferred revenue (0.5) [7.5]
Deferred credits — [0.4)

113.4] [48.8])

Neon-cash investing and financing activities
Additions to fixed and intangible assets financed 2.8 1.4
Common shares issued related to acquisitions 3.1 —




15.

The

table below details cash flows used for acquisitions and from
costs, for the years ended December 31, 2006 and 2G05.

Cash flow information {continued)

of businesses are not paid or received in the year of the transactign,

proceeds on sale of businesses, net of disposal
Some elements of the price of the acquisitions or the sale

2006 2005
Acquisiticns
Dinmar [Note 12) (25.4) -
FrontLine [Note 12 14.3) -
National Data Corporation of Canada [Nate 12) (0.3 (13.3)
NDCHealth Pharmacy Systems and Services [Note 12] [(0.1) (1.9
Gestion InfoPharm Inc. (0.1) (0.6]
Other previous acquisitions (0.2) (1.1]
[30.8) (16.%)
Proceeds cn sale of businesses, net of disposal costs
Price adjustment 1o the sale of the PPQ operations of U.S, Heatth [Note 9| 7.1 10,9
Lien registration solution, net of disposal costs paid [Note 7} 1.6 -
eLending U.5., net of disposal costs paid [Note §) - 16.1
Other disposal costs {0.2) 11.8]
8.5 25.2

16.

Commitments and contingencies

Contractual obligations

The Company has entered into ca pital leases for the u
leases for its premises in Canada and the United Stat

Company has the right, but not the abligation, to purchase the related asset.

Minimum lease payments for capital and operating leases ‘ar the next five years are as follows;

se of computer equipment and software, and operating
es. The leases expire on various dates. at which time the

Capital Operating

leases leases
2007 4.4 9.8
2008 20 9.7
2009 1.2 B.1
2010 - 7.4
2011 — 5.4
Thereafter, until 2015 — 12.8
Total minimum lease payments 7.8 53.2
Interest included in minimum payments 0.5 —
Total 7.3 53.2

The Company has sublet a pertion of its leased

$10.8 million [$14.5 million in 2008).

premises to third parties, far periods up te March 2011 totaling

[63
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16. Commitments and contingencies (continued)

Funds in transit

Acting as a paying agent, the Company had $79.2 millien in funds in transit at December 31, 2006 {$60.6 miltion in
2005] which represented amounts received or receivable from insurance companies to seitle specific heatth care
claims adjudicated on their behalf and which are payabie to the providers of the health care service with respect to
these ¢laims. These amounts have been presented on a net basis since these funds de not belong to the Company
and are held in trust.

MultiPlan complaint

On April 27, 2005, Multiplan Inc., the purchaser of the Company's former PPC business filed in federal court in New York
a complaint seeking, amang other relief, compensation in excess of US$64 mitlion for damages allegedly incurred in
connection with the purehase of the 1.5. Health business. The Company remains of the view that the allegations are
without merit and is taking all appropriate actions to vigorously defend its position. See Note 7 far further details.

Other litigation

In the normal ¢ourse of operations, the Company becomes invelved in various claims and legal proceedings.
contract terminations, acquisition adjustments, price disputes, praduct warranty recourses, commercial disputes,
employee lay-off disputes and other employee-related disputes. While the final outcome with respect to claims
and legal proceedings pending at December 31, 2004 cannot be predicted with certainty, it is the opinion of
management that their resolution should not have a material adverse eifect on the Company's consolidated
batance sheet or statement of earnings.

17. Income taxes

The Company's effective incame tax rate differs from the amount that would be cornputed by applying the federal
and previncial statutory rate of 35.46% [34.49% in 2005) to the income for the year. The reasons for the difference
are as follows:

2006 2005
Income tax expense [recovery) based on the statutory rate 7.3 1.1
Adjustments resulting from:
Recognition of future income tax assets upan recrganization of subsidiaries (4.0} (1.8}
Unrecorded temporary differences (6.56) 0.1
Investment tax credits recorded in current income tax provision 2.7 1.0
Prior year's tax adjustments and assessments - (0.1}
Foreign rate differential and other {0.5) 10.4)
11.1) (0.1]

The tax effects of temporary differences, which give rise to the future income tax asset (liability} as December 31,
are as follows:

Current Long-term

2004 2005 2006 2005

Non-capital less carryforwards 1.4 - 3.9 -
Other items — 0.2 - 10.2)

1.4 0.2 3.9 [0.2]




17. Income taxes [continued)

In 2006, the Company recorded a future income tax asset of $4.0 miilion ($1.8 million in 2005) upon the reorganization
of certain subsidiaries. Recagnitien of the future income tax asset was possible due to the Company's assessment that
it had satisfied the "more likely than not” criterion for utilization of losses. In addition, the tax effect of $6.6 million
retated to taxable temporary differences was not recorded in the period [$0.1 million tax-effected deductible temporary
differences in 2005},

In 2006, the Company recorded $2.7 million of investment tax credits [$1.0 million in 2005} in current income

taxes and as a reduction of scientific research and experimental development expenses in the consolidated
staternent of earnings, The Company also has a scientific research and experimental development tax pool balance
of approximately $24.4 million ($16.8 million in 2005). This tax pool is available in future years as a reduction of
taxable income.

As at December 31, 2006, the Company had total nen-capital loss carry-forwards of approximately $44.1 million
[$456.8 million in 2005]. The nen-capital loss carry-forwards expire in various years until 2025 and are subject to
certain restrictions. In addition, the carrying value of depreciable assets for tax purposes exceeds the corresponding
book value by approximately $185.0 million ($195.0 million in 2005}.

The Company has total tax attributes of $294.1 million [$302.3 million in 2005) consisting of a scientific research L 65
and experimental development tax pool balance, non-capital loss carry-forwards and the carrying value of

depreciable assets for tax purposes. Due to the uncertain nature of their future realization, the Company has

not reflected future income tax assets with respect to its tax attributes except in situations where it had satisfied

the “more likely than not” criterian.

18. Foreign currency translation adjustment

Unrealized translation adjustments arise on the translation of foreign currency-denominated assets and liabilities
of self-sustaining foreign operations. An unreatized foreign exchange loss of $0.4 million existed at December 31, 2008,
compared to a loss of $0.4 million at December 31, 2005. The decrease over 2005 is due to the variation in foreign

exchange rates.

19. Operating segment information

The Company currently operates under two reporting segments — Health and Finance.

Health

The Company’s main business activities in the health segment included the adjudication and transport of drug,
dental and extended health claims primarily on behalf of private and public insurers, the provision of electronic
health recerd technclogy sotutions and related consulting services, and pharmacy management systems.

Finance

This segment offers finance-related electronic business solutions to financial institutions, large corporations, and
the real estate legal community, These solutions relate primarily to cash management, the electronic processing
and registration of loan documents, debit and credit card authorizations and managed security services.

Non-core
Non-core operations ceased as of June 30, 2004. However, in 2005 and 2006, the Company reversed certain tax
provisions related to these operatians.
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19. Operating segment information (continued

The table belew shows the results from continuing operations and gocdwill of the segments:

Health Finance Non-care Total

2006 2005 2006 2005 2004 2005 2006 2005

Revenue 113.8 1.9 56.2 67.1 — — 170.0 159.0

Direct costs 20.1 19.5 8.7 9.7 (0.5) {1.1] 283 281

Gross margin 93.7 72.4 47.5 57.4 0.5 1.1 161.7 130.9

EBITDA before: 255 17.4 8.2 88 1.0 2.2 35.7 28.4

Restructuring and

other charges — — [0.3) — - — (0.3) -

EBITDA' 265 17.4 7.9 8.8 1.0 2.2 35.4 284

Goodwill as at December 31 77.7 446 1.2 1.2 — — 88.9 55.8
1 The terrm EBITDA [earnings before interest, taxes, depreciation 2nd amortization) dees not have any standardized meaming prescribed by Canadian GAAP and

therefare may not be comparable to similar measures presented by other companies. The Company defines it as net incame frem continuing aperations.
belare depreciation, amortization of intangible assets, interest. gains or losses on sale of assels, loss on foreign exchange and income taxes, EBITDA is
presented on & basis 1hat is consistent trem period to periad and agrees, an a consolidated basis, with Lthe amount disclesed as earnings before under-noted
items in the consalidated statement of earnings.

There are no inter-segment transactions or significant differences between segment and corporate accounting
poticies. Both segments share in the use of its capital asset infrastructure. As a result, the Company does not
disclose a measure of total assets by segment. In addition, the asset allocation is not used by the Carmpany in its
management reporting for decision-making purpeses.

FI—

The increase in goodwill in the Health segment is due 1o the goodwil! acquired upen the acquisition of certain assets
and assumption of certain liabilities of FrontLine Sotuticns Inc. of $2.7 million and the goodwill acquired upon the
acquisition of Dinmar Consulting Inc. of $31.0 millicn. This increase was reduced by $0.6 million as a result of post-
closing indemnification claims in favour of the Company for the 2005 National Data Corporation of Canada acquisition.

Geographic information
The table below sets out certain geographic information relative to the Company's revenue from continuing eperations.

2006 2005
Revenue
Canada 157.9 93% 1422 89%
United States 1.3 7% 16.8 1%
Other countries 0.8 - - -
Total 170.0 100% 199.0 100%

Major customers

In 2004, the Company had a major customer in the Health segment which represented 10.2% of cantinuing revenue.
In 2005, the Company had two major custorners, a former related party that represented 10.1% of continuing
revenue and a customer in the Health segment that represented 10.2% of continuing revenue.




20. Fair value of financial instruments

The fair value of cash and cash equivalents, temporary investments, accounts receivable, certain assets included in

other current assets, accounts payable and accrued liabilities and long-term debt approximate their carrying value.

In 2005, the Company settled a financial instrurment previcusly carried at cost of approximately $10.0 million.
The financial instrument related to the options held in a public cempany by the Company’s former U.S. Health
subsidiary as described in Note 9 — Price adjustment to the sale of the PPO operations of U.S. Health. Fair values
are based on estimates using present value and other valuatian techniques which are significantly affected by
assumptions concerning future cash flows and discount rates and should not be interpreted as being realizable
in an immediate settlement of the instruments.

Interest rate risk

The Company is exposed Lo interest rate risk on a portion of its leng-term debt and does not currently hold any
financial instruments that mitigate this risk. The Company does not believe that the impact of interest rate
fluctuations will be significant.

Credit risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash
equivalents, temporary investments and accounts receivable. The cash equivalents and temporary investments
consist mainly of short-term investments. The Company has deposited the cash equivalents with reputable
financial institutions, and purchased commercial paper with reputable companies from which the Company
believes the risk of loss is remote. The Company grants credit to its customers in the normal course of business.
Credit valuations are performed on a regular basis and the financial statements take into account an allowance for
bad debts. As at December 31, 2004, ane large Canadian public company represented 16% of accounts receivable.
As at December 31, 20053, two customers represented 18% and 15% of accounts receivable, respectively.

Currency risk
The Company's exposure to foreign currency fluctuations is limited to the activities of its self-sustaining foreign
subsidiaries. The Company does not believe that the impact of fereign currency luctuations is significant,

21. Guarantees

In the normal course of business, the Company enters into agreements that may contain features that meet the
Accounting Guideline AcG-14 Disclosure of Guarantees definition of a guarantee. These guarantees or indemnities
are entered intc when the Company disposes of a business, sells or licenses its software or services and other
transactions.

Business dispositions and sale of assets

In the context of business dispositions or the sale of assets, the Company usually provides certain indemnifications
ta the purchaser for costs and losses incurred as a result of various events, including breaches of representations
and warranties, resolutian of contingent liabiities of the disposed business or assets, or the reassessment of prior
tax filings relating to the business or assets sold.

Lé?
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The amount of such indemnities will generally be limited by the agreement. As at December 31, 2006, the maximum
potential exposure under these quarantees represented a cumulative amount of approximately $77.4 million
($143.5 million as at December 31, 20G5], except for liabilities relating to tax and certain other matters for which
the agreements do not specify a maximum amount. Claims for breach of representations and warranties under
these agreements must be made before various dates, the last of which is July 1, 2008, except for representations
relating to tax and certain other matters which are in force until the expiry of the applicable statute of limitations
or otherwise as set forth in the agreement. An amount of $0.7 million {$0.8 million in 2005] has been accrued on
the consolidated balance sheet as at December 31, 2004 relating te this type of indemnification or guarantee.
Historically, the Company has not made any significant payments under these indemnities or guarantees.

Other indemnification agreements

In addition. the Company provides indemnities ta other parties in transactions such as the sale of services and
licenses. These indemnification agreements require the Company to compensate the other parties for costs
incurred as a result of litigation claims or statutory sanctions or damages that may be sufiered by the other
parties to the agreement. The Company is unable to rake a reasonable estimate of the maximum potential
amount it could be required to pay other parties. While some of the agreements specify a maximum potential
exposure based on fees paid by other parties, some do not specify maximum amounts or limited periods.

The amount alse depends on the outcome of future events and conditions, which cannot be predicted. No amount
has been accrued on the consolidated balance sheet relating to this type of indemnification or guarantee for the
years ended December 31, 2006 and 2005. Historically, the Company has naot made any significant payments
under such indemnification agreements.

22. Subsequent event

On February 21, 2007, the Board of Directors appraved the Company's plan to initiate a third normat course issuer bid
through the facilities of The Toronto Stock Exchange, subject to regulatory approval. Purchases made pursuant to the bid
will not exceed 5,560,000 common shares, representing approximately 10% of the public float as at February 21, 2007.
The common shares acquired pursuant to the bid will be cancelled. All purchases under the bid will be made during the
period from March 2, 2007, to February 29, 2008.



Supplementary

financial information

In millions of Canadian dollars, unless atherwise noted

Years ended December 31

2006 2005 2004 2003 2002

Statement of earnings
Revenue

Health 113.8 21.9 70.9 56.% 62.6

Finance 56.2 871 86.4 90.5 6.9

Nan-care - - 39.6 108.7 151.2
Total 170.0 159.0 196.9 2561 3107
Recurring revenue [% of total revenue) a7 94 95 94 88
Gross margin (%) 83 82 77 7 49
Incorne fram contract settlerments - 2.4 13.8 - -
Restructuring and other charges 0.3 - 17.8 28.2 115.6
EBITDA? 35.4 28.4 8.0 (33.2] (149.4)
EBITDA margin (%] 21 18 4 (13 148)
EBITDA excluding one-time items ? 35.7 260 12.0 (5.0) [33.8)
EB{TDA margin excluding ene-time items [%) 21 16 4 {2) (11]
Depreciation and amortization 18.5 22.0 26.1 29.4 474
Net income [loss) from continuing operations 21.7 3.2 (73.9] (60.8) [164.1]
Net income [loss) from discontinued operations 71 8.3 12.2 135.0] 53.8
Net income (loss] 28.8 ns (61.7} (96.8) (110.3)
Net income [loss) from continuing

operations excluding one-time iterns 18.0 (1.0 [11.6) 2.7 (96.4)
Per share data
Net income {loss| from continuing operations 0.23 0.03 {0.72) (0.591 [1.62}
Net income {loss] from discontinued operations 0.08 0.09 0.12 {0.35) 0.53
Net income {loss) 0.3 0.12 [0.60} [0.94) [1.09]
Net income lloss] from cantinuing

operations excluding one-time items 0.1% (0.01] {011} 0.02 (0.95)
Weighted-average number of

shares outstanding lin millions) 92.5 99.3 103.4 102.5 101.5
Balance sheet, end of year
Cash, cash equivalents

and temporary investments 9.7 136.9 204.8 128.6 99.7
Working capital 20.9 10%9.3 1311 251.0 14.3
Fixed and intangible assets, net 40.6 43.7 50.0 405 618
Total assets 280.0 2713 3520 640.7 813.2
Long-term debt 3.1 4.4 8.9 1.7 35.9
Shareholders” equity 218.8 205.8 225.0 4152 601.9
Statement of cash flows
Cash flows from [used for] operating activities 16.5 (17.8) 0.2 1. [67.00
Additions to capital assets,

including amounts financed and unpaid 7.1 12.9 19.5 20.4 248
1 The tinancial informatien for 2002 and 2003 was nat restated for a prior period adjustment.
2 Earnings before depreciation, amaortizalion of intangible assets, inlerest, gains or losses on sale of assels, 0ss on foreign exchange, other income or expenses,

and income laxes.
3 One-time items include incoma Irom contract settfements, restrucluring and other chamyes and related reversals, significant gains on sale of assels and asset

write-downs, the recognition and write-down of future incorne tax assels and liabilities, and tax rate adjustments, as applicable. One-time items do nat include
aceruals or reversals of accruals made in the normal course of business.
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Corporate governance

Management and the Board of Directors of Emergis seek to attain high standards cf corporate governance which
are essential to the success of the Company and to the enhancement of shareholder vaiue.

The increased focus on carporate governance by shareholders and regulatary authorities has resulted in new legislative
requirements and policy guidelines. Te this end, we have implernented varicus changes and updated our procedures in
order to comply with current legislative requirements and evolving best practices in the field of corporate governance.
We will also continue to fcllow these develepments carefully, so that we are in a pesition ta respond in a timely manner
and make additional changes.

Board structure
Qur Board of Directors has overall respansibility for the supervision of the Company's affairs. Its duties include review
and approval of the corparate strategy and, consequently, of its key objectives, the annual budget and financial targets.

The Beard is currently compgesed of seven members — all independent directors, with the sole exception of the
President and Chief Executive Officer of the Company — and has a non-executive Chairman. The size of the Board
enables it to function effectively as a decision-making body.

Each director is expected to show high ethical standards and demonstrate integrity. leadership and financial
literacy, while remaining up-to-date in his/her own field of expertise. He/she is also expected to maintain a broad,
current knowledge of the Company’s activities.

It is the further responsibility of each directer to understand the role of the Board and its committees, to ensure
his/her availability for attendance at meetings and to adequalely prepare and actively participate in those meetings.
Board members are also expected to take part in the reqular assessment process which includes a review of their
own performance as a member of the Board, as well as performance reviews of the Board, its committees and
their respective chairpersons.

The Board has appointed the Human Resources and Corporate Governance Committee and the Audit Committee.
These two committees are constituted by their own charters, by which the Board delegates certain of its functions.
They are made up sclely of independent directers. The Board and its committees may engage outside adviscrs at
the expense of the Company.

Human Resources and Corporate Governance Committee (HRCGC]

The Board adopted a revised Charter for the HRCGC on February 17, 20046. The HRCGC has broad responsibility
to review any and all matters concerning human resources policies and corporate governance practices within
Emergis, including the nomination of directors. The HRCGC consists of four directors. This commitiee reviews
and periodically reports to the Board on:

s  The evaluation, identification and recommendation of new candidates for the Board of Directors;
+  Directors’ compensation;
*  The overall effectiveness of the Board and its committees;

+  The Company's ongoing corporate governance practices, including any recommended changes to the Code
of Business Conduct;

= Senior management appointment, performance, compensation and succession planning.




Audit Committee

The Audit Committee’s matn objective is to provide an effective overview of the Company’s financial reperting
process and internal control functions. ft is comprised of three directors. All members of the Audit Committee
have been determined by the Board to have the requisite level of financial literacy, this being the ability to reag

that are generatly comparable to those of Emergis. The Committee has direct communication channels with the
Company’s auditors to discuss and review specific issues as required,

The Audit Committee assists the Board in fulfilling its functions relating to:
¢  The integrity of the Company’s financial statements and related information:

*  The Company's compliance with applicable legat ang regulatory reguirements, as well as ethical business
standards and the Code of Business Conduct;

*  Theindependence, qualifications and appointment of the shareholders’ auditars;

*  The performance of the Company's internal auditor and sharehglders’ auditors;

* Management's responsibility for financial disclosure and reperting on internal controls;
*  Risk management policies and procedures.

Code of Business Conduct and related policies

Directors are expected to comply with the Board of Directors’ Statemant of Corporate Governance Principles and
Guidelines, and with policies that apply specifically to them — the Conflict of Interest Guidelines for Directors, the
Share Ownership Guidelines for Directors, the Insider Trading and Reporting Guidelines for Directors and Officers

all executives must safeguard the Company's reputation for guality, dependabitity and integrity; all employees must
perform their duties in the best interest of the Company and its shareholders while respecting human rights angd
legislation. The Code also provides that directors, officers. employees and consultants must aveid placing
themselves in situations of cenflict of interest,

The Company alss has “whistleblower™ procedures that enable employees 1o anonymously report concerns that
they may have regarding compliance with auditing and accounting matters,
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Board of Directors

Chairman
Jdean C. Monty?
Corporate director

Directors

Frangois Coté

President and Chief Executive Cfficer
Emergis Inc.

Pierre Ducros?
Corperate director

J. Spencer Lanthier’
Corporate director

Peter C, Maurice 2
Corparate director

Eric Rosenfeld'
President and Chief Executive Qfficer
Crescendo Partrers, L.P.

Ron Zambonini?
Corporate director
i Member of the Audit Committee

? Member of the Human Resources
and Corporate Governance Committee

Executive team

Frangois Coté
President and Chief Executive Officer

Carlos Carreiro
Executive Vice-President
Service Delivery and Operations

Robert Comeau
Chiet Financial Officer

Marc Filion
Executive Vice-President
Health Claims Management

Francois Gratton
Executive Vice-President
Provider Solutions

Mark Groper
Executive Vice-President
Health - Public Sector

Monigue Mercier
Executive Vice-Presidant
Law and Human Resources

Keith Nugara
Senior Vice-President
Financial Services Market




Design: Cabana Séguin Inc.

Corporate information

As at February 21, 2007

Share facts
The commeon shares of Emergis Inc. are listed on the
Toronto Steck Exchange [TSX| under the symbel EME.

Emergis shares are included in the S&P/TSX
Composite Index.

Common shares cutstanding:
89,588,724

2007 Annual meeting

Tre annual general meeting of Emergis Inc. will be
held on Thursday, May 10, 2007 at 2 p.m. in the
Panoramic Hall of the Montréal Science Centre
located al 2, de la Commune Slreet West, in Lhe Old
Port of Montréal, Québec.

Sharehelders are invited to attend in person ar via
webcasl on our web site at www.emergis.com.

2007 Quarterly earnings release dates
First quarter: April 27, 2007

Second quarter: August 3, 2007

Third quarter: Novernber 9, 2007
Fourth quarter: To be confirmed

Transfer agent

CIBC Mellon Trust Company
Telephone: 1 800 387-0825
generalinguiries@cibemellon.com

Investor relations

1009, rue de Sérigny, bureau 600
Longueuil [Québec] J4K 581
Canada

Telephone: 450 928-6000
Tall-free: 1 844 343-7447

Fax: 450 928-6807
iremergis.com

Visit the Investor Relations secticn on our web sile at
Www.emeargis.com

Pour obtenir un exemplaire du rapport annuel en francais, veuillez
communiquer avec le service des Relations avec les investisseurs.

Head office

1000, rue de Sérigny, bureau 600

Longueuil [Québec] J4K 5B1

Canada

Telephone: 450 928-6000

Toll-free: 1 866 363-7447

Fax: 450 928-6344

WWW.BIMErGi5. COm
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is a registered trademark of Emerg’s Inc. Al other company
and product names are regisiered trademarks or lrademarks

of their respective owners.

© Emergis Inc.. 2007. All rights reserved.




0 @,
0o
Emergis

S




